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—first mortgage 
—excellent earnings 
—strong financial position 


Mountain States 


Power Company 


First Mortgage 6°, Bonds 
Due 1938 


An offering where safety 
is a prime consideration. 


Price 951, & Interest 
Yielding 612% 


For complete particulars ask for cir- 
cular BI-215. 


H..M. Byllesby and Co. 


INCORPORA 


New York Chicago 


111 Broadway 208 S. La Salle St. 


Providence Boston 
Turks Head Bldg. 14 State St. 





























Examine This Record 


The net earnings of Cities Service Com- 
pany (12 months’ basis) for the first 9 
months of 1923, together with the num- 
ber of times Preferred Stock dividend re- 
quirements were earned, are given below: 


Year Net Dividends 
Ended Earnings Earned 
somneny | saicenibeneiinlle $14,354,892 2.43 times 
5 TE 14,727,079 2.50 “ 
SD» -ieeicinsahiiaciabtieadl 15,176,308 2.55 “ 
AE .....:iian ee ooe|CO® 
| TE Daa 15,665,347 265 “ 
REESE + 15,783,829 266 “ 
ca ae 16,009,628 2.70 “ 
Serer es 16,116,326 2.71 “ 
September .............. 16,140,017 2.71 “ 


We recommend 
Cities Service Preferred Stock 
Now yielding over 8% 


Send for Circular P-15 and a copy of 
“Serving a Nation,” the story of 
Cities Service Company 


SECURITI S—DEPRARTMENT 





BRANCHES !N PRINCIPAL CITIES 












































Investment Service 


WEA MEMBERS of leading Stock Exchanges, and 
through our extensive wire system are in close touch 


with other important financial centers. 


We are thus enabled 


to serve a large clientele and to execute promptly orders in all 


listed and unlisted securities. 


Our Bond, Note and Stock Departments are prepared to give 


expert advice on financial problems. 


Our Statistical Depart- 


ment furnishes detailed information as to the status of any 
securities. This service is placed at the disposal of investors, 
without charge or obligation. 


HORNBLOWER & WEEKS 


BOSTON 4s NEW YORK 
Sena sith Investment Securities CHICAGO 
PROVIDENCE Founded in 1888 DETROIT 


Members of the New York, Boston and Chicago Stock Exchanges 
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U. S, A. under the Act of March 3, 1879. 


both the old and the new address 





SUBSCRIPTION RATES 


United States and its possessions, Mexico and Cuba, $10.00 a year. 


Canada, $11.00 a year; Foreign Countries, $12.00 a year. 


IMPORTANT 


before the change is to take effect. 


Entered as second-class matter October 22, 1906, at the Post Office at New York, N. Y., 
Copyright, 1923, by the Guenther Publishing Co. 


When notifying The Financial World of a change in address subscribers should give 
This notice should reach us about two weeks 






Character 


In Bonds 


Bonds, as well as men, have char- 
acter. The Straus record of 41 
years without loss to any investor 
testifies not only to the safety of 
the bonds we sell, but defines 
the character of the House. Write 
today for circular on new offerings 
in $1,000, $500 and $100 denomi- 
| gga yielding 6 and 614%. Ask 
or 


BOOKLET J-1313 


S.W. STRAUS & CO. 


Established 1882 Incorporated 
Offices in 40 Cities 
STRAUS BUILDING NEW YORK 
565 Fifth Avenue, at 46th St. 
Telephone: Vanderbilt 8500 
41 Years Without Loss to Any Investor 
Copyright, 1923, by S. W. S. & Co., Ine. 
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CARLH.PFORZHEIMER & CO. 


Specialists in Standard Oil Securities 
25 Broad Street New York 
Phones: Broad 4860-1-2-3-4 
























WESTHEIMER & CO. 


Members 
New York Stock Exchange 
Cincinnati Stock Exchange 
Chicago Board of Trade 
Baltimore Stock Exchange 


Cincinnati, Ohio Baltimore, Md. 
ee eee s 


PERKINS & COMPANY, inc. 
Constructive Banking 
30 State St., Boston, Mass. 
Underwritings and 
Reorganizations 























Guanajuato Power & Electric 6s 
and Stocks ” 
Cent. Mexico Lt. & Pr. 6s and Stock 
Empire Lumber 6s 


53 State street, 
Boston, Mass. 


Hotchkin Co. \"* Bistance Phone 














CHATHAM 100 Years of Commercial Banking 
pHEN CHATHAM & PHENIX 


es) NATIONAL BANK 
Capital, Surplus & Profts $20,000,000 
Naionss 149 Broadway, Singer Bldg. 


gueerenatans And 12 Branches 


White Rock Min. Spr. Co. 


STOCK 


Circular sent upon request 


Stone,Prosser &Doty 


52 William St., N. Hanover 7728 
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As all of these Debentures have been subscribed for this advertisement appears only as a matter of record 


$100,000,000 


(Total Issue) 


American Telephone and Telegraph Company 


Twenty-Year Sinking Fund 544% Gold Debenture Bonds 


Dated November 1, 1923 


Issued under Indenture dated November 1, 1922, 





Due November 1, 1943 


tankers Trust Company, New York, Trustee 


Interest payable May 1 and November 1 in New York or in Boston 


Redeemable in whole or in part at the option of the Company at 110% and accrued interest on any interest date 
on or prior to May 1, 1941; thereafter at 100 and accrued interest 
A Sinking Fund of $1,000,000 annually is to be set aside in semi-annual installments beginning May 1, 1924, such Fund 
to be used in purchasing Debentures of this issue if obtainable at not excceding 105% and accrued 
interest; otherwise, to be used for capital expenditures. 
Ceupon Debentures in denominations of $1,000, $500 and $100, registerable as to principal. Registered Debentures in 
Coupon Webentures and registered Debentures, and the 

several denominations, interchangeable. 


H, B. Thayer, Esq., President of the American Telephone and Telegraph Company, has summarized as follows 
his letter to us stating the particulars in regard to this issue: 


denominations of $1,000, $5,000 and $10,000. 


PURPOSE 
OF ISSUE 














The proceeds of these Debentures are to be used to retire $40,000,000 Five-Year 6% 
Notes, due February 1, 1924, and to provide the Bell Telephone System with funds for 
additions and betterments and for other capital expenditures. 


This is the first issue 


of long term obligations made by the American Telephone and Telegraph Company since 1916, and, in 
effect, replaces $90,000,000 of short-term 6% notes (including $50,000,000 of Three-Year Notes paid 
last year), thereby effecting a saving of $450,000 annually in interest charges. 


EQUITY 


Since the end of 1920, the relation between funded debt and capital stock of the Amer- 


ican Telephone and Telegraph Company has changed materially owing to the large 


amount of capital stock issued. 
429,000, or 42% of its total capital liabilities, while 


On December 31, 


1920, the Company’s funded debt aggregated $317,- 
the capital steck aggregated $442,825,400. After 


giving effect to the issuance of these Debentures and to the retirement of $40,000,000 6% Notes due 
February 1, 1924, the funded debt will aggregate approximately $2890,000,000, or less than 28% of 
total capital liabilities, with capital stock (including installments) outstanding in the amount of over 


$7 47,000,000. 


000,000, whereas capital stock has increased by over $300,000,000. 


EARNINGS 
as follows: 


Year ended 


The net earnings of the American 


Net earnings 





Thus funded debt, even after giving effect to this financing, will have decreased by $37,- 


Telephone and Telegraph Company available for 
interest, its interest charges and net income during the past ten years have been 


Number of Times 








December 31 Available for Interest Interest Net Income Interest was Earned 
1913 $40,576,746 $7,656,656 $32,920,090 5.3 
1914 40,557,077 8,223,163 32,334,814 4.9 
1915 41,117,487 6,498,850 34,618,637 6.3 
1916 44,743,376 6,730,099 38,013,27 6.6 
1917 48,940,466 10,469,360 38,471,106 4.7 
1918 54,293,017 10,391,695 43,901 322 5.2 
1919 60,243,387 15,847,596 44,395,791 3.8 
1920 70, 18,865,688 51,821,216 3.7 
1921 73,523,813 19,521,100 54,002,704 3.8 
1922 81,668,440 15,498,012 66,170,428 5.3 


During this ten-year period, the Company’s net earnings averaged more than 4% times interest 
charges, and in each one of these years they have been more than 3% times interest charges. For 


the year 1923, it is estimated that net earnings available for interest will 


be about $95,000,000, or 


nearly seven times the annual interest charges on the Company’s funded debt to be outstanding after 
these Debentures have been issued and the $40,000,000 Notes due February 1, 1924, have been retired. 


DIVIDEND 
RECORD 


Dividends on the capital stock of the-Company and of its predecessor have been paid 
at the rate of at least $7.50 per share in each of the past 42 years. 


For approximate- 


ly 15 years, ended in 1921, the rate was $8 per share annually, and since that year the 


dividend rate has been $9 per share annually. 


In the Indenture under which these 
covenant that it will not mortgage 


PROVISIONS 


Debentures are to be issued, the Company will 
any of its telephone lines or plant unless it shall 


THE # 


secure these Debentures by stocks or bonds of its telephone operating companies, and that it will 
not pledge (with certain exceptions and limitations with respect te its outstanding Collateral Trust 
Bonds) any stocks or bonds of its telephone operating companies unless it shall either secure these 
Debentures as above stated, or ratably with any other obligations secured by such pledge. In either 
case, the Company shall keep so pledged stocks or bonds of a value which shall be equal at all 
times to 1331-3% of the principal of the debt secured thereby. Any such collateral sO to be pledged 
shall be similar in character to that required for the security of the Company’s 30-Year Collateral 
rust 5% Bonds of 1946. The provisions for valuation and substitution of stocks and bonds so pledged 
shall be similar to the corresponding provisions in respect of the collateral securing the above-men- 
tioned 5% Bonds of 1946. 

ASSETS The total assets of the American Telephone and Telegraph Company are carried on 
its books at more than $1,223,000,000. Stocks and bonds of, and advances to, asso- 
ciated and affiliated companies, at valuations which are distinctly conservative, amount to more than 
$980,000,000, less than $262,000,000 of which are pledged. The Company’s long distance telephone plant, 
including nearly 1,200,000 miles of toll wire, telephone instruments and real estate have a book cost 
of over $164,000,000, and are free from lien. 





AND APPROVAL OF LEGALITY BY COUNSEL, AT 9%8¥ 


A 
Ais 





{BOVE DEBENTURES ARE OFFERED: FOR SUBSCRIPTION, SUBJECT TO ISSUE_AS PLANNED 
AND INTEREST TO YIELD 5%%. 


Subscription books will be opened at the office of J. P. Morgan & Co., at 10 o’clock A. M., Monday, November 5, 
1923. The right is reserved to reject any and all applications, and also, in any case, to award a smaller amount than ap plied 
for. The amount due on allotments wiil be payable at the office of J. P. Morgan & Co., in New York funds, on No- 
vember ¥5, 1923, against delivery of J. P. Morgan & Co. Interim Receipts, exchangeable for definitive Debentures when 


received from the Company. 


The American Telephone and Telegraph Company Five-Year 6% Notes, due February 1, 1924, with final coupon 
attached, will be accepted in payment of allotments on the date specified, at 100.24406 and accrued interest, equivalent to 


a 444% 


J. P. MORGAN & CO. 
FIRST NATIONAL BANK, New York 


BAN 


HARRIS, FORBES & CO. 


interest basis from such date to February 1, 1924. 


KIDDER, PEABODY & CO. 





KUHN, LOEB & CO. 
KERS TRUST COMPANY, New York 


New York, November 5, 1923. 


THE NATIONAL CITY COMPANY 
GUARANTY COMPANY OF NEW YORK 
LEE, HIGGINSON & CO. 
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| CLAUDE MEEKER 


ce 8 EAST BROAD ST. 
NEW YORK, N.Y. we Westen Matas COLUMBUS, OHIO 











PUBLIC UTILITY STOCKS AND BONDS 
BOUGHT—SOLD—QUOTED 


| | Specializing in Inquiries Particularly 
| CITIES SERVICE ISSUES Invited on All 
} and 


Underlying Bonds of This Company OHIO SECURITIES 


Established 1897 
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OFFICERS 
ace rence the a omplete Investment 
Melvin A. Traylor...........--- President 
Frank 0. Wetmore....... Vice-President d T S * 
B. C. Hardenbrook........ Vice-President ft 
Frank M. Gordon........-- Vice-President an ° ru S ervice 
Roy C. Osgood.............. Vice-President 
ohn C. Mechem........... Vice-President 
A. ©. Comaneenaaee THE BOND DEPARTMENT of the First Trust and 
Oliver A. Bestel... .. Asst. Vice-President Savings Bank buys and offers for sale carefully selected Mu- 
I. L. Porter......... Asst. Vice-President nicipal, Industrial and Corporation bonds, as well as the vari- 
E. A. Stake........ Asst. Vice-President ous issues of United States Government bonds. These bonds 
J. H.C. Templeton. ....... Asst. Onchier are purchased primarily for the bank’s own investment and 
©. G. TRANG. ++5 che 212i Se the experience gained during more than thirty years of deal- 
ee pena ing in high-grade securities is placed at the disposal of its 
D. W. Westervelt.......... Asst. Cashier clients. 
Thomas 8. McCarty........ Asst. Cashier THE TRUST DEPARTMENT acts as Trustee, Paying 
ve eee ei = Agent and Sinking Fund Depository under bond and note 
a ee a issues. Complete information regarding these facilities will 
Robert D, Woergen............ Trenuren be gladly furnished upon request. 
Soong Eh Ga iss +0+95>- ee Calls or correspondence invited from those desiring 
a Eh AER sin +s complete and satisfactory investment and trust service. 
W. W. GBM, ccs cwanase Asst. Secretary 
F. 5. SR. oisicnsssns Asst. Secretary 
Emerson R. Lewis........ Asst. Secretary 


Louis K. Boysen 


ws rrniinacmmoe Kirst Trust and Savings Bank 


seach eee . Manager 
Real Estate Loan Dept. 
Roheré E, D0. c.sciseosicnses M er 
Real Estate Dept. The stock of the First Trust and Savings Bank is owned 
Ss. J. Do 00s nciege . ; 
naldson. EE ig Amy by the stockholders of the First National Bank of Chicago 
H. L. Droegemueller........... Auditor 
J. P. McKElherne.......... Asst. Auditor 


Combined Resources Exceed $350,000,000 
Walter Lichenstein. .Executive Secretary 


Edward E. Brown..... Genera] Counsel 
John N. Ott. ............00 cece Attormey 


Harold V. Amberg............. Attorney CHICAGO a " ILLINOIS 
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40 Wall Street 


New York 


Fiscal Agents for 
Public Utility and Hydro-Electric 


ALDRED & CO. 
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NEW YORK 


STEVENS & WOobD, INC. 


Public Utilities 
Industrials 
Finance, Management, 


Engineering, Construction 


120 BROADWAY 


YOUNGSTOWN 
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H. M. BYLLESBY & COMPANY: | 
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111 Broadway Turks Head Bldg. 208 S. LaSalle St. 1 
Detroit New Haven Minneapolis 
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W.G. SOUDERS & CO., Inc. 


208 South La Salle St. 32 Nassau St. 
Chicago | New York 








Correspondence and Interviews Invited 
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‘That is why I keep my account 
with ‘The Equitable” | | 


as SAID a business man after summing up a discussion of banks and banking 
services. 





The points he emphasized were these: 
1, The Equitable attended to his smallest business needs with the same 


courtesy and attention given to matters of greater importance. 


2, The forms of Equitable Service were so complete that he had been able 
c 
to relieve himself of many financial details which formerly had been a ; 
severe drain on his time and energy. 





3, His mame and credit were linked with the name and credit of The 
Equitable—giving him the prestige which is an asset of a depositor in 
one of the world’s largest banks. 


We shall be glad to give you information on any one or all phases of our service. 


THE EQUITABLE 
TRUST COMPANY 








UPTOWN OFFICE OF NEW YORK COLONIAL OFFICE 
Madison Ave. at 45th St. 222 Broadway 
FOREIGN OFFICES 37 v\ ALL STREET DISTRICT REPRESENTATIVES 
London: 10 Moorgate, E.C.2 IMPORTERS AND TRADERS OFFICE Philadelphia: Land Title Building 
Bush House, Aldwych, W.C.2 247 Broadway Baltimore: Calvert and Redwood Sts. 
Paris: 23 Rue de la Paix Chicago: 105 South La Salle Street 
Mexico City : 48 Calle de Capuchinas San Francisco: 485 California Street 
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| The Financial World was established te diffuse the truth abeut i St: 





tained this attitud 





and will centinut te de so confident in its belief that as long as it - ng te this ‘ial it ean count upon the 


support of the investing public. 





















New York, ed 10, 1923 









The Trend of Things 


of $100,000,009 of long term bonds for the country’s 
greatest PUBLIC SERVICE CORPORATION was one of the big developments 
of the week; an encouraging development. 


@ Successful flotation 


@ Southern FARMERS now can make up their /Josses of the lean years and 
can feel assured of reasonable prosperity for the future; railroads serv- 
ing the SOUTH should show increased earnings. 


@ The NATION financed the peak of the crop movement without any sign 
of strain on credit resources, which is a constructive factor. 


@ Considered broadly, the SECURITY MARKETS should afford many excel- 
lent opportunities for profitable investment; there is real basis for confi- 
dence, if discrimination is used. 


NE thing at least is assured, and the 
6) rest is either unimportant or un- 
true; conditions financially and in- 
dustrially in the United States are satisfac- 
tory. The foundation of business and trade 
s sound. The structure is steel ribbed. 
This week, the nation’s greatest public 
uulity enterprise offered for public sub- 
ription an issue of $100,000,000 in 5% 
cent twenty-year bonds. Although 
the offering price afforded a yield of but 
s per cent, the bonds were so quickly 
ibsorbed that it was necessary for the 
syndicate to close its books soon after 
they were opened. 
ln our opinion, that offering, and the 


manner in which it was received, was 
positive proof of the soundness of con- 
ditions financially and industrially. 

Probably no investment banking house 
in the country is so well equipped to in- 
terpret the signs of the times and to 
determine the condition of the bond mar- 
ket as is the one which headed the syn- 
dicate that. floated the new hundred million 
AMERICAN TELEPHONE AND TELEGRAPH 
issue. 

Had all conditions not bells right, the 
issue would not have been brought out. 
Bankers do not act with haste when they 
consider offering such opportunities to the 
public. If there is the slightest reason 


for doubt about the soundness of con- 
ditions, and of the outlook, the bankers 
wait until the doubt is cleared up. 

If J. P. Morcan & Co. are satisfied 
with conditions in the investment market, 
the average investor should be. 

* * * 

T is an ill wind that fails of blowing 

good to someone. This week, cotton 
got up to $10 a bale. The world shelves 
are about bare and the buyers of cotton 
may look upon what has happened as an 
ill wind for them. But the Southern 
farmer has cause for elation. He now 
will have opportunity to make up some 


(Please turn to page 623) 














Average Prices on the New York Stock Exchange 
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Nr 


= 23 RAILROADS 
—18 INDUSTRIALS 


USING 











“Constructive I[mpulses’’ Dominate} 











@ John W. Prentiss 


John W. Prentiss, newly-chosen president of the Invest- 
ment Bankers Association of America, is one of the leaders 
among Wall Street’s younger generation of investment 
bankers. 


A native of New England, Mr. Prentiss entered the in- 
vestment business twenty-five years ago as a messenger 
boy, working his way up until he earned a partnership in a 
great investment house and became a director in many and 
varied industrial concerns. 


In October, 1898, Mr. Prentiss entered upon his business 
career, starting out as a messenger boy for a Boston Stock 
Exchange house on a salary of $3 a week. He remained in 
Boston until 1904 when he came to New York as one of 
the employees in the New York Stock Exchange firm of 
Hornblower & Weeks. 


In 1906 he was admitted to the firm of Hornblower & 
Weeks and still continues to be one of its partners. 


He has been a director of many industrial corporations, 
owing to the activities of his firm in industrial financing. 


He was one of the early presidents of the Association of 
Stock Exchange firms. 


Outside of business his principal activities have been in 
connection with the alumni work of Harvard College. He 
was Treasurer of the Harvard Club of New York City, a 
Director of the Harvard Alumni Association, President of 
the Associated Harvard Clubs, Treasurer of the Harvard 
Endowment Fund Campaign Committee. 


During the War he was a Lieutenant Colonel on the 
General Staff of the U. S. Army. 


Mr. Prentiss’ speech appears on page 631. 


592 


@ One would have to search far to find 
men more high-minded or with a 
greater appreciation for the high 
ideals of unselfish citizenship. These 
qualities PRESIDENT COOLIDGE was 
quick to recognize when he ad- 
dressed the members of the associa- 
tion on the White House lawn for, 
to an intimate friend, he paid them 
the tribute of saying that they were 
one of the most representative ag- 
gregations of men it had been his 
good fortune to meet and address. 


By LOUIS GUENTHER 


Editor and Publisher, Tue FInaNcriAL Wortp 


T is not possible to attend a convention of the 

INVESTMENT BANKERS ASSOCIATION of America 

without coming away with a deep impression of 
the constructive impulses directing its deliberations. 
They seem to be the very embodiment of the organiza- 
tion. What is best for the public is its motto. 


Another favorable impression these annual gath- 
erings arouse in a detached observer is that, while 
this association has in mind the constant improvement 
of the technique of its business, its broader motive is 
to make securities more secure for the American in- 
vestor. 


That thought is sound and the impulse creditable 
for, after all, the corner stone of the investment busi- 
ness is laid in the cement of confidence. Much more 
than the welfare of their individual interest is the up- 
building of the general faith of the people in the in- 
tegrity of their profession since it is generally con- 
ceded that there is no nation in the world which can 
number among its population so many investors as 
can America. 


A Prize Worth Reaching For 


Here is a prize well worth reaching out for and no 
one is better aware of it than are the investment 
bankers for America is today the world’s greatest 
creditor nation. Excluding her domestic investments 
she has involved in the credit of other countries be- 
tween $17,000,000,000 and $18,000,000,000. Of this 
vast sum Great Britain, France and Italy owe $11,- 
333,194,041. Canada and our sister republics are in- 
debted to the extent of $3,433,000,000. 


All this wealth, greater than any Midas ever con- 
ceived existed, came out of the pockets of the Ameri- 
can people. In 1904 America’s position was reversed. 
She then was a debtor nation to the extent of 
$4,000,000,000. 

These colorless figures are not cited with any inten- 
tion of parading our financial strength. It is intended 
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to reveal the unrecognized power collectively wielded 
by our investment bankers. Without their ability to 
mobilize our surplus capital it would not have been so 
easy to develop America into the financial giantess she 
has become. 


For our progress from a debtor to a creditor nation 
in less than ten years, much credit must be given to 
the members of the INVESTMENT BANKERS AsSOCIA- 
TION. It was on their shoulders the Government 
placed the burden of placing more than $25,000,000,000 
of its war loans. In that task they did not fail. 


Their achievement uncovered America’s chest of 
wealth. Until they dug into it, few realized the enor- 
mous treasure it contained. It was here, however, 
waiting to be employed in constructive objects. 


In numerical strength the INVESTMENT BANKERS 
ASSOCIATION OF AMERICA is a comparatively small or- 
ganization. It is made up of less than one thousand 
members. Yet, a million men banded together could 
not have rendered a more useful service for the eco- 
nomic and financial development of the country than 
has been performed by this compact association in the 
twelve years it has been engaged in directing Amer- 
ican dollars into sound investments. 


One would have to search far to find men more high- 
minded or with a greater appreciation for the high 
ideals of unselfish citizenship. These qualities Presi- 
dent CooLIDGE was quick to recognize when he ad- 
dressed the members of the association on the White 
House lawn for, to an intimate friend, he paid them 
the tribute of saying that they were one of the most 
representative aggregations of men it had been his 
good fortune to meet and address. 


Directing Surplus Capita) 

In those few words of our chief executive is the 
index of the high character around which the associa- 
tion is built. That is the type of the men who gather 
together our surplus capital and conserve it by hus- 
banding it in legitimate investment opportunities. 


Propelled by the impulse of right it is but natural 
for the Association to make greater progress every 
year. I shall not here recount what was accomplished 
in Washington. I shall leave this story to be chron- 
icled by THE FINANCIAL Wor.p’s editors who at- 
tended the convention. 


What, however, I do wish to comment upon is the 
forward position assumed by the investment bankers 
on vital questions in which the interest of our whole 
people is involved, for it reflects a high sense of moral 
courage and recognition of the general 
welfare of the country. 


The resolution passed by the associa- == 
tion against the soldiers’ bonus did not 
consider the question of whether our 
resources were sufficient to provide it, 
but took into consideration the more 
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enobling trait of human character that patriotism is a 
duty that cannot be compounded into dollars. For the 
sick, disabled and wounded soldiers, the country can- 
not do enough. But, to pay men a premium for pro- 
tecting their hearthstones, is placing their allegiance to 
their country on a mercenary basis. 


Another resolution the association heartily endorsed 
was in favor of the budget system of controling gov- 
ernmental expenditures. It felt that to abandon this 
control of the taxpayers’ money would be return to 
the pork barrel and, in time, this would lead to in- 
creases in taxation, from which the whole country is 
trying to escape. 


Of the banker it is said that he is usually timid in 
expressing his frank opinion whenever the subject of 
capital is involved for fear his motive might be mis- 
understood. Such a charge cannot be made against the 
investment banker. Whatever his honest convictions 
are is prepared to frankly and openly expouse 
them. 


In this same open spirit will they frankly discuss 
between themselves their relations with the public for 
whom they consider they act as trustees. This atti- 
tude is noticeable throughout the proceedings of their 
annual conventions. 


I noticed this trait especially in the debate over the 
report filed by the committee on real estate securities 
which insisted upon fuller publicity of the essential 
facts upon which such of- 
ferings were predicated. 





















While there was some 
difference in opinion 
as to what form it 
should assume the 
feeling was unani- 
mous that what- 


(Please turn te 
page 631) 
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The Retiring President’s Address 


“Our aid and counsel has in the past been widely 
sought and highly valued, and it will be sought again 
and again, and valued and heeded in proportion as we 





C John A. Prescott 


Retiring President of I. B. A. 


T home, for the greater part of the 
year, we have witnessed a declin- 
ing stock market and a bond mar- 


ket that has certainly disappointed our 


high expectations of a year ago. Yet, ac- 
cording to all authorities, fundamental 
conditions in this country seem sound. 


With a gold reserve of more than three 
billion dollars, the vast credit resources 
of the Federal Reserve Banks remain al- 
most untouched. Labor seems generally 
well employed at high—perhaps too high— 
wages. Reports of car loadings indicate 
active shipments of goods. If business 
seems poor, may it not be chiefly on ac- 
count of contrast with the high peaks 
caused by the war? 

Many things indicate encouraging prog- 
ress. There has undoubtedly been an ex- 
tensive transfer of frozen credit from the 
banks to long-term investment securities, 
practically all of which has been accom- 
plished through the agency of our mem- 
bers. There has been bitter complaint of 
the farmers’ condition, but late reports in- 
dicate a very considerable improvement. 
As an illustration, a newspaper on October 
8th quoted Senator Capper as saying: “In 
90 days I have shaken hands with 50,000 
farmers, and I have learned that at no 
time in three years have farmers been in 
as good circumstances as now. The Kan- 
sas crops this year will sell for $365,000,- 
000, as against $316,000,000 last year.” The 
fact that during the past year, under the 
skillful management of our Treasury De- 
partment, all maturing Federal indebted- 

rss, including the Victory Notes, aggre- 

ating altogether nearly $3,700,000,000, 
.as been paid or refunded without serious 
disturbance of the security market, is a 
most reassuring indication of the funda- 
mental soundness of our credit situation. 
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are careful, conscientious and wise in giving it. 


Let 


us recognize our great responsibility to the public with 
whose vital necessities we deal and fearlessly maintain 
the high standards of our association for frankness, 
broad-mindedness, clean thinking and loyalty to the 


right.” 


There has also been a marked improve- 
ment in railroad and. public utility credit, 
with a decidedly better popular sentiment 
toward these utilities. The public seems 
now to realize that service should be the 
paramount consideration and rates second- 
ary. Transportation is the master key of 
progress, and it is necessary to the public 
welfare that the efficiency of our agencies 
of transportation should be maintained. 
To this end their financial prosperity and 
their ability to attract new capital for de- 
velopment purposes are primarily essen- 
tial. The creation of competing agencies 
in territory already well served, with the 
consequent division of patronage and im- 
pairment of existing agencies, is econom- 
ically unsound, and should, in the public 
interest, be discouraged, 

Last summer the entire nation was sud- 
denly shocked and profoundly grieved by 
the death of President Harding, whose 
great qualities and endearing personality 
had won for him an especial place in the 
confidence and affection of the people. But 
it was not only an impressive indication of 
the confidence of the American public in 
his successor, President Coolidge, but a 
striking example of the fundamental 
soundness of business conditions, that the 
change of administration occurred with no 
apparent disturbance of the financial mar- 
kets. 

Readjustments Not Complete 

Readjustments, of course, are not yet 
complete. Industrial faciliites, which were 
greatly enlarged during war times, have 
not been entirely overtaken by growing 
consumption. The farmers undoubtedly 
do still suffer from disproportion between 
the prices of some of their products and 
the cost of their purchases. If any con- 
siderable element of the people are not 
prosperous, the nation as a whole cannot 
thrive. But there seems to be a more 
general realization that the remedies are 
not in price fixing, or in legislation to re- 
strict markets, or unwise restrictoin of 
immigration, but in thrift and industry and 
in the operation of natural laws, which 
cannot be disobeyed or diregarded with 
impunity. There is great need for Gov- 
ernmental economy and especially for less 
municipal extravagance and for readjust- 
ment of taxation, both federal and local. 
We are burning the candle at both ends, 


on the one hand by expending an unduly 
large proportion of the people’s income in 
unproductive and partly unnecessary 
things and, on the other hand, through tax 
exemptions and the inequities of taxation, 
diverting the people’s savings from pro- 
ductive industry into unproductive chan- 
nels. In our private life also there is un- 
doubtedly need for less individual ex- 
travagance and luxury and for more hard 
work, economy and thrift. The war pe- 
riod with its high wages and high profits 
taught the American to spend; it is im- 
perative that he learn to save. Perhaps 
what we need most, after all, is mental 
readjustment. 


Association Needed 


I am sure we can all agree that there is 
a greater field of usefulness and a greater 
need for our association today than ever 
before. Our business, which a few years 
ago was largely confined to the older por- 
tions of the country, is now countrywide 
in its activities. The volume of its trans- 
actions has multiplied many times. Its 
activities are vital to the welfare and 
growth of our country, and both the op- 
portunities which we enjoy and the re- 
sponsibilities which we assume require a 
means of close co-operation more than 
ever before. 

The last few months have presented to 
our members probably the longest period 
of market depression and dulness which 
we have experienced for many years. But 
let us not be depressed. It cannot last 
always. There is yet great work to do 
There will be great domestic and foreign 
needs for capital to be supplied and ours 
will be the opportunity and the duty to 
supply it. Easy markets tend to care- 
lesness and breed speculation. Let us re- 
member that we are dealers in investment 
securities, in long-term credits based on 
sound business values. Let us give the 
most scrupulous care to the making of 
sound securities. In selling them, let us 
emphasize investment value rather than 
speculative opportunity. To thus success- 
fully market such securities will naturally 
call for high qualities of salesmanship, be- 
cause the appeal will be to calm reason 
and good judgment rather than to cu- 
pidity and imagination, but the rewards 
will be commensurate and the losses will 


be less. 
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“So long as any substantial number of citizens of the 
United States produce more than they consume, and 
will seek to invest the proceeds of that surplus produc- 
tion safely and for mutual profit to themselves and to 
the rest of the community, so long shall we be called 
upon for advice and counsel, and our success will be 
measured to a large extent by the self-control which 
rejects the lure of unreasonable profits in the interest 


of enduring security.” 


HERE are a number of us who 
T have seen the beginnings of in- 

vestment banking in the United 
States, have followed and participated 
in its development, have seen securities 
that looked sound and conservative go 
bad, and have seen the pathetic conse- 
of the process—but on the 
other hand have also seen and admired 
the courage and enterprise with which 
the investment banker has introduced 
into the field of legitimate investment in- 
numerable public utility and industrial 
securities that a generation ago would 
have been classed as extra hazardous. 

Let us for a few moments see this 
procession pass by. 

Of course, I cannot recall from per- 
sonal experience the financial events of 
the Civil War or the period preceding 
that event. While there were in exist- 
ence in New York, Boston, Philadel- 
phia and elsewhere certain established 
banking firms (eminently respectable), 
they were few and quite exceptional and 
can hardly be ranked as pioneers in the 
business. The fragmentary beginnings 
of our great railroad systems of today, 
such as the Baltimore & Ohio, the 
Pennsylvania, the New York Central, 
the Delaware & Hudson, and others, 
were financed by groups of rich men out 
of their own funds and resources—much 
as the Hanseatic merchants were wont 
to send their fleets to uncharted seas 
and await their return or destruction at 
the will of Providence. They were men 
of courage and enterprise who embarked 
in the transportation business as an ad- 
venture. 


quences 


Civil War Days 


There are, however, living in New 
York today at least two veteran bank- 
ers who, if they would, could from their 
personal experience tell you all about 
the financial methods pursued during 
the Civil War. I refer to that cente- 
narian, chairman of the United States 
Trust Company, John A. Stewart—and 
that great dean of the American bank- 
ing profession, the chairman of the First 
National Bank, George F. Baker. 

They could tell how, in August, 1861, 
when it became apparent that the dif- 
ferences between the North and the 
South could be settled only by resort to 
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arms, President Lincoln sent his Secre- 
tary of the Treasury, Salmon P. Chase, 
to New York to negotiate a loan. The 
Secretary took with him a young man 
from Philadelphia who had just suc- 
cessfully placed a war loan of $3,000,000 
for the State of Pennsylvania, at a time 
when the credit of that State was none 
too good. His name was Jay Cooke. 

Committees from Boston and Philadel- 
phia also came to New York to confer 
with Secretary Chase, and after consid- 
erable difficulty a three-year loan was 
arranged for $50,000,000: $35,000,000 was 
taken in New York, $10,000,000 in Bos- 
ton, and $5,000,000 in Philadelphia. 

Cooke returned to Washington with 
the Secretary and attended a banquet at 
Willard’s in celebration of the success- 
ful placing of the loan, when he heard 
a prominent New York bank president 
say: “Mr. Chase, you have now re- 
ceived from the associated banks the 
vast sum of $5,000,000. We all ear- 
nestly hope that this sum will be suffi- 
cient to end the war. Should it not 
prove enough we wish to notify you 
that you cannot depend upon further 
aid from the associated banks.” 


Nation’s Investing Power 


These men were sincere patriots, and 
honestly believed that they had gone the 
extreme limit. They had not the remot- 
est notion of the investing power of a 
great nation when aroused to a death 
struggle. Neither had the administra- 
tion at Washington, for when in the 
month of February, 1862, the first big 
issue of $500,000,000 of 5.20s was first 
offered to the public by the United 
States Treasury the response was so 
negligible that the Government was 
wrapped in gloom. 

Then Chase appointed Cooke as sales- 
agent for the Government, and a pub- 
licity campaign on the largest possible 
scale was inaugurated and prosecuted 
with the greatest vigor. Cooke’s en- 
thusiasm, his faith and his patriotism, 
were infectious. Money came in great 
streams to the selling agency in Phila- 
delphia from every direction, and so 
persistent was the stream that some $11,- 
000,000 were over-subscribed before the 
sales machinery which Cooke had set in 
motion could be stopped. Cooke had 





@ Alvin C. Krech 


Chairman, Equitable Trust Co. 


found the channels which led to the in- 
vestor, and in all the subsequent navi- 
gation of those channels until the end 
of the war, it was Cooke who had to 
row the stroke oar. 

While the great bulk of the United 
States Government bonds, principal and 
interest, was made payable in gold; cur- 
rency and treasury notes at par could be 
used in their purchase, despite the fact 
that the currency was at a substantial 
discount, at one time actually worth but 
39 per cent of its face value, gold being 
at the corresponding premium of 285. 

The final redemption of the greenback 
at a parity with gold in 1879, within a 
period of, say, 15 years, was an achieve- 
ment beyond anything that had ever 
happened in the history of finance. 


European Conditions 


In the light of the extraordinary cur- 
rency inflation of the various belligerent 
governments of Europe in the late 
World War, and their utter inability— 
with the exception of England—to make 
even a start in the direction of recovery, 
this performance on the part of the 
United States seems almost miraculous. 
Of course, numerous elements, eco- 
nomic and financial, contributed to has- 
ten this achievement in our country, 
none of which is present in the Europe 
of today. Above all, Europe must be 
given a true peace, capable of bringing 
back faith in the future, without which 
most of her efforts must remain sterile. 
But even given that peace—which at the 
moment seems unhappily deferred—I 
venture to express the conviction that 
none of the European countries whose 
currencies have depreciated to the ex- 
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A Startling Proof of 


Laxity of Investors 
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CG Andrew J. Mellon 


* * * 


He addressed the 


* * * 


Bankers. 


He didn’t say much. 
b t.8 
But—— 


* * * 


Think what he represents. 


HE refunding of the Victory Notes 
and other short-dated debts, which 
the Treasury Department has been 


carrying on during the past two years, 
has distributed the maturities principally 


over the next five years in such a way, 
that barring unexpected developments, 
financing for the next few years will 
consist chiefly of refunding the present 
outstanding Treasury’ Certificates and 
Notes and arranging the sinking funds 


and its other funds, applicable to debt re- 
tirement, in such a way as to make the 
these the 
Debt. 

Praise cannot be too strongly given for 
the very able manner in which the Treas- 
ury operations have been conducted by the 
present Secretary of the Treasury, Mr. 
Andrew W. Mellon, the I. 
B. A. officials. 
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most effective use of funds in 


reduction of the Public 


according to 





Investors holding VicToRY NOTES to the vast 


sum of $40,000,000 and MATURED WAR Sav- 
INGS CERTIFICATES to the enormous sum of 
$22,000,000 have not presented same for pay- 


ment. 


Under the circumstances, these invest- 
ors are losing $7,316.00 a day in interest. 


In 


addition to this, over 500,000 investors holding 
the “TEMPORARY LIBERTY Bonds, which were 
issued with four coupons only, of the face 
value of over $43,000,000 have not presented 
same for exchange into the permanent bonds. 
These investors have not secured their interest 


for four years. 
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N important activity of the Invest- 
ment Bankers Association has 


had for its object the desire to 
educate the investor, particularly the small 
investor, from selling his Government se- 
curities to buy low grade or worthless 
stocks. 


In some small measure we have pro- 
gressed in this activity although a great 
deal more can be done. This great field 
barely has been touched. It is extremely 
dificult to reach the small investor 
through contact with regular bond houses 
and about the only means of getting to 
him is through well-conceived publicity 
and through the efforts of voluntary or- 
ganizations, such as the better business 
bureaus, chambers of commerce, the In- 
vestment Bankers Association, etc. 

The Treasury Department itself has put 
out some publicity in this direction, warn- 
ing investors against wildcat securities in 
connection with its campaign for the sale 
of Treasury Savings Certificates. 

The trust 
American 


of the 
its re- 
City, 


company division 


Bankers Association at 
held in Atlantic 
pledged its support in this direction. 

There is a 


cent convention 
further activity to which 
your committee has given a great deal of 
time. Pursuant to the request of our 
President, the Government Bond Commit- 
tee increased its activities to include the 
Federal Land Bank and the Joint Stock 
Land Bank bonds, particularly with re- 
spect to the controversy which prevailed 
between them as to their respective merits. 

After analyzing the situation very care- 
fully, it was felt that this controversy had 
established three facts: 

1. From any angle argued, apparently 
there are enough legal safeguards around 


both the Federal Land Bank and the Joint 
Stock Land Bank bonds to make them 
secured investments, although the degree 
of safety may be a matter of opinion. 


2. It appears that this controversy has 
not developed any factors of weakness 
serious enough to affect the price of either 
class. It appears to be largely a matter 
of opinion which is the better. 

3. That unwarranted “sales resistance” 
has been created by this controversy, 
against both the Federal Land Bank and 
Joint Stock Land Bank bonds. 


The principal houses to this controversy 
gave expression to a desire to co-operate 
in suppressing any further acrimonious 
discussion. We feel the situation is now 
well on the mend. 


Farm Credit 


In studying the Farm Loan situation it 
is brought to our attention that the ease 
with which farmers may secure long term 
credit from the Federal and Joint Stock 
Land Banks and shorter term credit from 
the Intermediate Agricultural Banks, has 
caused many farmers to go deeply into 
debt to a point where many are unable 
to withstand a slump in productiveness or 
in the price ot tarm commodities. 

Farm credit is by no means the solution 
of the farmer’s problem and this is the 
time, during this recession in land prices 
and in the value of many agricultural 
products, that farm loan appraisals should 
be made with the greatest care, and special 
consideration should be given, in each in- 
stance, to the productive value of the 
farms involved. 

The report of the Government Bond 
Committee was presented by J. R. Ed- 
wards, chairman. 
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Treasury Official Compli- 
ments Bankers 
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URING the world war, and after- 
D wards, according to GERRARD B. 
Winston, Assistant Secretary of 
Treasury, signal service was given to 

the government by the members of the INn- 
VESTMENT BANKERS ASSOCIATION and pro- 
vided the largest voluntary contribution to 
the country’s financial success in the war. 


Mr. Winston addressed the bankers at 
their annual convention, representing the 
branch of the Government with which he 
is identified. He is considered one of the 
ablest under secretaries the department has 
had and his address was one of the features 
of the convention. 


In his address, Mr. WINSTON said in 
part: 


“In the four Liberty Loans and in the 
Victory Loan you gentlemen sold 100,- 
000,000 separate pieces of security, and you 
sold them to 65,000,000 customers, most of 
them in small units from $150 upwards. 
Think what that means! It is easy, per- 
haps, for a man to go into the army or 
the navy, because most young men are per- 
fectly willing to make such a change in 
their life temporarily. And it is not very 
dificult to run railroads, or to grow grain, 
or to make munitions. That is something 
which you do in time of peace as well as 
in time of war. But you gentlemen, in 
giving to the Treasury your experience, 
your organization and your customers, 
without commission, were the only profes- 
sion in America which gave to the country 
its business. It is not only in war time 
that you have been helpful. You have 
readily responded to every request of the 
Treasury made in the interest of sound 
finance. We have called upon you in the 
past and we know we can call upon you in 
the future. It is quite natural, gentlemen, 
therefore, that your association should 
select Washington as its meeting place, 
and on behalf of the Treasury I welcome 
you to your capital.” 





@| Some Responsibilities of — 


The Investment Banker 


As Seen by Herbert Hoover, Secretary of Commerce 


ITH the eyes of the financial and 

WV business world of the United 

States turned to Europe, and 
attention at high pitch in anticipation of 
the adjustment of the tangle which is the 
aftermath of what many believe has been 
an unfortunate proceeding aimed to make 
Germany pay her reparations, the remarks 
of Secretary Hoover should be of prime 
importance. 

All of the experiences of American in- 
vestors with foreign obligations and specu- 
lations in foreign currencies have not been 
profitable. In fact, many have caused 
them to be skeptical toward that particu- 
lar form of investment. 

Secretary Hoover urged the delegates 
to the convention to realize the seriousness 
of their responsibility. 

“Our people are less able to judge of 
the security of foreign loans,” he said, 
“than they are of domestic issues; much 
more depends upon the character of their 
banking backing and even greater respon- 
sibility lies with them.” 

He continued: “The loan of some of 
our surplus capital abroad is a necessary 
part of our whole national economy. It 
promotes our exports; it increases the 
productivity of foreign lands, increases 
their standard of living, increases their 
buying power. Trade grows through in- 
crease of prosperity of foreign countries 
and capital is necessary to develop their 
resources. But it is essential that these 
loans should be confined to reproductive 
purposes. All loans to foreign nations 
which are not employed for reproductive 
work are a destruction of the capital. The 
furnishing of raw materials, the construc- 
tion of transportation facilities, public 
utilities, factories and production through- 
out the world, is a use for American 
capital that blesses both the borrower and 
the lender. The upbuilding of the rest 
of the world and its consuming power 





@ Herbert Slieers 


adds primarily to world well-being, but it 
also adds to future demand for our own 
labor. The products of our own farm- 
ers, the services of our own merchant. 
But loans that are dissipated either di- 
rectly or indirectly in military expendi- 
tures or useless political expenditures are 
a destruction of capital. 

“Now those of us who are constantly 
dealing with major domestic business 
problems to keep ourselves informed with 
the economic currency in other parts of 
the world likely to affect the welfare of 
our own people, are never free from the 
impression that not alone the interests of 
America but of the whole world depend 
upon the maintenance of our economic 
strength and maintenance of this strength 
lies in wise investment in reproductive en- 
terprises both abroad and home. You 
have a responsibility in the guardianship 
of our national interests in the conduct of 
that capital.” 


























The Treasury Building at Washington, D. C. 
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q) An Interesting Talk by the 
Government Fraud Prosecutor 





« H. J. Donnelly 
Solicttor-General of the Post Office 
Department 


T is not extravagant to say that a 
] million gullible Americans yearly lose 

their money and property in mail 
fraud schemes and that a billion dollars 
annually are so lost. 

These figures indicate that there is a 
fertile field for some good missionary 
work. There should be some effective way 
of diverting this money into legitimate 
trade where it would be made to produce 
and thereby benefit everybody down the 
line except the non-producing crook who 
now gets it. 

The post office department is doing all 
in its power to keep this money out of 
the hands of the latter, but organizations 
like the Investment Bankers Association 
of America, the National Vigilance Com- 
mittee of the Associated Advertising 
Clubs of the World and its affiliated Bet- 
ter Business Bureaus throughout the 
country can render valuable service in sup- 
plementing the fraudulent securities phase 
of our work by conducting educational 
campaigns against the creation and dis- 
tribution of such securities. 


Protecting Investors 


It is amazing that so many people in this 
enlightened age are willing to be duped, 
but in connection with investment ventures 
their desire to get something for nothing, 
or a lot for a little, seems almost to over- 
come all efforts to protect them. 
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« A billion dollars are lost annually by about a 
million gullible Americans, according to Mr. 
Donnelly, who is the directing Nemesis of the mail 


crooks. 


@ Mr. Donnelly addressed the Investment Bankers 
Association Convention; his talk is reproduced here 
as an important record. 


cases so strong a hold has the crook on 
his victim that we are severely condemned 
by the victim for putting the swindler out 
of business, the dupe still believes that 
the false promises of riches will be ful- 
filled. On the other hand, in presiding 
over fraud order hearings I have heard 
the most pitiful tales about how those who 
could least afford it have withdrawn their 
money from the bank, mortgaged their 
homes, parted with their liberty bonds, in 
fact raised every dollar they could, only 
to be robbed of their savings of a life- 
time by one of these smooth-tongued trick- 
sters. They plead with the Government 
to do something to help them. 


Drive Against Frauds 


When Mr. New became the head of 
the post office department eight months 
ago he was quick to see what a menace 
to decent society and sound business these 
vultures are, and the most vigorous cam- 
paign against mail frauds in the history 
of the department was started, the drive 
being aimed particularly at oil stock pro- 
moters who then seemed to be running 
wild in several of the states. The result 
has been that during these few brief 
months of his administration, fraud orders 
have already been issued against the names 
of 168 persuns and concerns, of which 
number 111 were against oil stock promo- 
tion operators. Hundreds of other oil pro- 
moters, as a result of this campaign, aban- 
doned operations before they could be 
reached with fraud orders. 

In addition to these fraud orders, the 
department has over four hundred crimi- 
nal cases against oil promoters at Fort 
Worth, Tex., alone. Already more than 
two hundred have been arrested and in- 
dicted, and some brought to trial and con- 
viction, the department of justice fully 
co-operating and working hand in hand 
with the post office department in the 
criminal prosecution. 

The postmaster general has stood sol- 
idly behind everyone connected with the 
work, enforcing the law without fear or 


receiving revenue. 
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favor. I quote him as saying that he 
would not be satisfied until the public was 
comparatively safe from mail fraud 
schemes. 

The force of post office inspectors was 
increased in number to 535, and from this 
highly intelligent body of investigators 
flying squads, composed of experts in the 
art of detecting fraud, were mobilized to 
follow these promoters from field to field 
and report their activities to the solicitor 
for the post office department at Washing- 
ton for the consideration of fraud order 
proceedings and to the United States at- 
torneys at different points throughout the 
country for criminal prosecution. 

The department of justice assigned ad- 
ditional judges and prosecuting attorneys 
to the infested localities. 


What a Fraud Order Is 


Just a word at this point about what a 
fraud order is. 

After the post office inspectors gather 
the evidence it is examined by trained at- 
torneys in the solicitor’s office and if a 
prima facie case of fraud is disclosed the 
promoter is cited to appear before the so- 
licitor and show cause why a fraud order 
should not issue. After a full and fair 
hearing of both sides of the case, the so- 
licitor decides whether the evidence justi- 
fies the issuance of a fraud order. 

By such order the postmaster is directed 
to stamp as fraudulent and return to send- 
ers all mail received at his office addressed 
to the parties named therein, thus cutting 
off all remittances and automatically put- 
ting the promoter out of business. 

No more drastic and effective action 
could be taken. The crook fears it more 
than any other, even more than criminal 
prosecution, because he wants to continue 
I recall the case of a 
shrewd promoter who after being sent to 
prison took the warden into partnership 
with him and resumed operations from 
that institution. 

Practically every line of activity is 
sought to be operated fraudulently 
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through the mails by some, and it would 
be an endless task for me to undertake 

enumerate the classes of enterprises 
ve encounter. They run from the simple 
catch-penny sales schemes to gigantic in- 
vestment swindles of different kinds in- 
volving millions of dollars each. 

The Better Business Bureau of New 
‘ork City was conducting a campaign for 
nembership. An individual giving the 
ime of W. L. Ryan visited a renting con- 
cern on Broadway, New York City, a few 

ors away from the latter bureau on the 
ame street, and agreed to pay the rent- 
ng company $5 per month for the privi- 
ege of having mail addressed to the Bet- 
ier Business Bureau of the Investment 
Bankers’ and Brokers’ Association of 
\merica received at that address. He then 
had prepared a neat letterhead reading, 
“Better Business Bureau of the Invest- 
ment Bankers’ and Brokers’ Association 

f America, 296 Broadway, New York 
City, Worth 0248,” and having secured 
the names of a number of concerns which 
were in need of additional working capital 
and which Ryan thought might be inter- 
ested in becoming members of the Better 
Business Bureau of New York City, he 
prepared and sent to these concerns on the 
letterhead described, the following letter: 

“We have had several inquiries from 
out of town concerning your proposition. 
It was unfortunate that we did not, at 
that time, know some of the sort of peo- 
ple you had interested with you. Since 
we have learned the name of at least two 
men that would be a credit to any or- 
ganization, regardless of its size, that are 
connected with you, we have followed up 
our first letter with one that will be a 
help to you in your efforts to secure more 
capital. 


Driving Out Schemers 


“Since the reputable security dealers 
have banded themselves together to pro- 
tect their interests, as well as to have the 
investing public from further losses at 
the hands of dishonest promoters, we are 
keeping a pretty close tab in all new 
projects. This will make it very much 
easier for the legitimate companies to se- 
cure working capital, but we are going to 
drive the fake schemes out of this coun- 
try. The newspapers and chambers of 
commerce are with us strong and a new 
era of prosperity awaits the deserving new 
company. 

“You are cordially invited to become a 
member and your application (will) be 
favorably acted upon when the enclosed 
blank is received.” 


The application blank called for a re- 
mittance of $100 as a membership fee. 


The National Vigilance Committee and 
the New York Better Business Bureau 
were early to report the case to our de- 
partment and a prompt investigation dis- 
closed that it was quite evident that this 
was a fly-by-night scheme inaugurated by 
some person using the name Ryan for the 
purpose of deceiving business concerns 
into believing that they would become af- 
filiated with the well-known Better Busi- 
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ness Bureau of New York City and the 
nationally known Investment Bankers As- 
sociation of America. The adroitness of 
the scheme is apparent when it is noted 
that Ryan solicited only concerns in need 
of additional capital to whom he offered 
for the small fee of $100 the prestige 
accruing to members of the Better Busi- 
ness Bureau of New York City, as well 
as the financial advantage which might 
result from a membership in your organi- 
zation. It was clear that this promoter 
attempted to trade upon the integrity and 
established reputation of those two well- 
known organizations. A search failed to 
locate Ryan, but a fraud order stopped 
his operations before he would rake in a 
penny. 


Extremes Reached 

These mail swindlers are a most ac- 
commodating set, nothing being too difficult 
for them. 

Up in Maine a veterinary surgeon ad- 
vertised beautiful Angora cats furnished 
in any color. Upon the receipt of orders 
he would dye ordinary long-haired, bushy- 
tailed Maine coon cats to correspond to the 
color desired. He also sold guinea fowls 
as peacocks. 

I will tell you a little about a few of 
the oil stock promoters in Texas, Arkan- 
sas, Oklahoma and Louisiana. 

A horde of these gentlemen established 
themselves at different places, principally 
Fort Worth, Tex. At this point alone it 
is believed 500 men have been engaged in 
the oil promotion business and that within 
the last eighteen months or two years they 
have taken from the public in excess of 
$100,000,000. In the neighborhood of 10,- 
000 persons in that city were depending 
upon them for a livelihood. 

To persons all over the country these 
promoters mailed out carloads of the high- 
est powered stock selling literature imag- 
inable. A large number of what pur- 
ported to be legitimate newspapers or oil 
journals were established for the sole pur- 
pose of boosting these fake oil stocks. The 
oil promoter usually operated as a com- 
mon law trust by which he was sole trus- 
tee with carte blanche authority to issue 
stocks at any time, in any amount, and 
to sell it at any price he saw fit, and to 
do what he pleased with the money. 

Many of the different promoters used 
the same “sucker-lists,” those on such lists 
being the easiest prey; but to avoid cut- 
throat competition the promoters were 
obliging to one another and each generally 
used a different method of attack. 

For instance, Dr. Frederick A. Cook, 
with his Petroleum Producers Associa- 
tion, adopted a so-called merger plan by 
which he would obtain the lists of stock- 
holders of other oil concerns, usually dead 
or dying, but sometimes going companies, 
and procured without authority, and tell 
such stock-holders that their concern had 
been merged with his strong and successful 
company and give them the opportunity 
of trading in their old stock for shares in 
his concern, provided they would at the 
same time purchase for real money a cer- 


tain number of additional shares of his 
stock. 

Dr. Cook disposed of around two million 
shares of his stock before a fraud order 
relieved him of the heavy strain of count- 
ing the other fellow’s money at the end of 
each day at Fort Worth, Tex. 

A number of Dr. Cook’s associates have 
pleaded guilty to indictments against them. 
He is being tried at the present time. 

A fellow named Harris adopted the 
name Frederick L. Haskins so that peo- 
ple would believe that he was the well- 
known syndicate writer Frederick J. Has- 
kins, and the specialty of this crusader 
was to expose and severely condemn the 
crooked oil stock promoters through his 
information bureau and his different pub- 
lications. He was altruistic to the ex- 
treme, frankly admitting that there were 
only a few oil stocks he could recom- 
mend. Investigation disclosed that he was 
to receive a generous share of the pro- 
ceeds of the recommended stocks. A 
fraud order cut off subscriptions to his 
several royalty and acre clubs and also 
his different publications as well as pay- 
ments for his oil stock. 

He pleaded guilty to the indictment 
against him and was sentenced to prison. 

At Marble Falls, Tex., Dr. J. R. Yett 
decided to trade upon his reputation as 
the cashier of the First National Bank of 
that place in the promotion of a stock- 

(Please turn to page 617) 








How the I. B. A. 
Works to Prevent 
Fraud 


ITHIN the Investment 
W Bankers Association of 

America there are sixteen 
specific committees, with their re- 
spective group chairmen, compris- 
ing practically the entire United 
States in their localities, whose sole 
office is to force spurious investment 
schemes from their own fields and 
to warn the other group chairmen 
of their possible entry into their 
respective territories. 

Cooperating with our various sub- 
committees are the many Better 
Business Bureaus throughout the 
country, whose splendid and effec- 
tive work along the lines of sup- 
pression of fraud has caused some 
groups to pass their entire work 
over to them, merely contributing 
their financial and moral support to 
the Bureaus. 

Some of the most influential 
magazines and newspapers through- 
out the country have begun a direct 
campaign against fraudulent secur- 
ity offerings, putting in bold type 
the names, dates and places of such 
nefarious schemes, with their at- 
tendant perpetrators, in an endeavor 
to protect the public from the dep- 
redations of these swindlers. 
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HIS committee has found a most 
difficult situation existing in the field 


of Marine Securities. It is common 
knowledge that American shipping on the 
whole is not a profitable enterprise at this 
time and yet we have a condition which 
makes it necessary to continue operations. 
We have large sums of money invested in 
the industry and some method must be 
worked out to safeguard this capital. 
Marine securities and American  ship- 
ping have been brought to their present 
state by various causes and _ influences. 
They may be classified roughly in four 
sections : 
First: There is a great shrinkage in 
value of existing ship property resulting 
from the rapid expansion and high cost 
of building during the war and the subse- 
quent drop in prices in an effort to dis- 
pose of the tonnage at any price. 
Second: American vessels engaged in 
shipping, particularly vessels 
owned by the Government, are operating 
at a loss because present laws and competi- 
tion make it difficult for vessels under 
American registry to operate successfully. 
Third: American capital has been with- 
drawn from shipping enterprises, and we 
can hardly expect 


foreign 


marine securities to 
maintain a high rating under such circum- 
stances. Some must be found 


which will once more make an appeal to 


solution 


the wealth of our nation and cause cap- 
ital to return to the shipping industry. 
Fourth: A pitifully small proportion of 
our own foreign commerce is carried in 
American vessels. Government figures 
show that in 1921 foreign vessels carried 
71% of 


continents while 29% only was carried by 


American exports to overseas 
American vessels. 
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The abrupt drop in construction costs 
since 1920, the huge surplus of merchant 
vessels in the hands of the Shipping Board, 
and the efforts to dispose of these vessels, 
have reduced values to the present level. 
Figures from Government sources show 
that tonnage costs increased from about 
$45 per ton in 1910 to about $220 in 1919. 
In contrast, we have a sale price of about 
$30 per ton on Shipping Board vessels. 
Even at this price, it is difficult to make 
sales. A readjustment of values on ships 
must take place to give proper security 
for bond issues. Stability in these values 
cannot be reached, however, until the defi- 
nite policy of the Shipping Board which 
is being developed has been established 
and carried out. 


Foreign Competition 


The direct cause of operating losses 
and lack of cargo can be combined and 
attributed to competition of foreign and 
Government vessels. The private owner 
must compete not only with foreign inter- 
ests but also with our Government, which 
has unlimited capital and can make every 
sacrifice to attract cargoes. Our vessels 
must operate at a loss because of higher 
cost of operation and maintenance than 
foreign vessels, because of low rates re- 
sulting from surplus tonnage, and from 
too numerous and overlapping services. 

The La Follette Seaman Act seems to 
be one obstacle to reduction of operating 
expenses. Shipping interests are unani- 
mous in their statements that this law 
tends to prevent the operation of ships 
at a profit in competition with foreign ves- 
sels. 

The withdrawal of American capital 
from the shipping industry can be laid 


culties Confront Shipping 
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@ MARINE SECURITIES have many obstacles 
to meet before gaining favor with the in- 
vesting public. 


@ Ship value shrinkages, operations con- 
ducted at a Joss and lack of facilities for 
raising additional capital make the prob- 
lem of shipping interests a hard one. 


@ McPherson Browning, former treasurer 
and member of the Board of Governors of 
the Investment Bankers Association, makes 
an interesting report on marine securities. 


i) 


. o 


Submitted by McPherson Browning, 


Chairman of the Committee 


not only to the causes given above but 
also to certain fundamental 
existing in our maritime law. Experts 
are almost unanimous in their condemnation 
of existing statutes and laws dealing with 
American shipping. The general opinion 
may be summarized in the statement of 
Mr. Jasper Y. Brinton, a leading authority 
on the subject, to the effect that those laws 
are voluminous, complicated and contra- 
dictory even on simple subjects. 
statutes have been subject to piece-meal 
amendment for over a century without any 
attempt at complete revision or codifica- 
tion. As a result, they are difficult of 
interpretation, even by an expert in ad- 
miralty law. We understand that a re- 
codification of existing laws is now being 
made under the auspices of the Shipping 
Board. 


Liability of the owner. At the present 
time, the liability of a ship owner is prac- 
tically unlimited and a menace to capital. 
Under the general maritime law or the 
common law of the sea the owner’s lia- 
bility was confined to the investment it- 
self. This law was not generally recog- 
nized in the United States until it was 
given legal expression in the Limited Lia- 
bility Act of 1854. 

This law was construed by the Supreme 
Court in favor of ship owners and was 
more clearly defined by Congress in 1884. 
Unfortunately a new group of Supreme 
Court justices have greatly modified these 
earlier rulings by later decisions holding 
owners personally liable for loss of cargo, 
spread of disease and other catastrophes. 
As a result, a few forms of enterprise hold 
such possibilities of loss as a ship invest- 
ment. The owner, moreover, has no con- 
trol over his vessel while in operation and 
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this unlimited liability has been a serious 
hindrance to American shipping. 


In some cases, liability may be miti- 
gated by the incorporation of single ship 
companies but in general, the personal lia- 
bility of a ship owner is far greater than 
in other industries. . 


The second defect in our laws is the 
unsatisfactory status of ship mortgages. 
This form of security has gone through 
numerous changes from the earliest loan 
on bottomry, which gave the lender com- 
plete right to seize the vessels to satisfy 
the loan without further difficulties, to the 
present form of mortgage under the 
Mortgage Act of 1920. We understand 
that this Act of 1920 will tend to improve 
the standing of preferred mortgages but 
that certain points are not clear and have 
not passed the review of the Supreme 
Court. The Supreme Court has always 
taken to itself the power of determining 
what constitutes a maritime lien. At any 
rate, the status of vessel security is doubt- 
ful and confused and does not compare 
with mortgages on real property. 

The third defect referred to in my previ- 
ous report was laid to the failure to pro- 
vide adequate insurance. My statements 
regarding the insufficiency of the American 
market, the dominating position of 
Lloyds, and the antiquated form of poli- 
cies led to an extensive correspondence 
and a conference with a leading insurance 
authority in New York. It was found 
opinions of insurance men vary, but left 
the final impression that marine insurance 
does not adequately protect the interests of 
mortgagees in comparison with fire insur- 
ance on real estate. The American market 
has been greatly expanded by the forming 
of a syndicate which could, if necessary, 
write full coverage on practically all 
American vessels. 


Insurance Policy 


The domination of our insurance market 
by London was emphatically denied by 
some and admitted by others. Seldom if 
ever, however, is insurance on American 
vessels written by American companies ex- 
clusively. Ship owners generally seem to 
believe that it is to their best interests to 
divide policies between American compa- 
nies and London as it injects a certain 
amount of competition in the placing of 
insurance. On the other hand, ship owners 
might be forced to pay higher rates if the 
American companies had control of the 
field without the competition of London. 
I believe it can safely be said that London 
is the most important factor in the estab- 
lishment of insurance rates and practices. 


The Government is without question the 
dominant factor in the American Mer- 
chant Marine field and it is obvious that 
no progress toward a solution can be made 
until some definite action is taken. At 
the present time the Government owns 
about 1012 vessels of which 364 are in 
operation engaged in 82 different services. 
According to all reports, these boats are 
being operated at a huge loss to the Gov- 

(Please turn to page 621) 
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American Investment. 
in Latin-A merica 


@ LATIN-AMERICA, according to Dr. L. S. Rowe, Director- 
General of the PAN-AMERICAN UNION, looks upon the 
United States with growing favor. 


@ Our investments there have passed from the period of adven- 


ture to the period of helpful, productive and permanent 
investment, Dr. ROWE asserts. 


By Dr. L. S. Rowe 
Director-General, Pan-American Union 
Herewith is an abstract report of the address of Dr. Rowe, delivered before the 
Investment Bankers in Washington 


(k= occasion affords me an oppor- 
tunity to recount the outstanding 
impressions of a recent tour through 
South America which included Peru, 
Chile, Argentina, Paraguay, Uruguay and 
Brazil: As I look back upon five pro- 
longed tours through South America, be- 
ginning in 1906, and ending in 1923, I am 
deeply impressed with the progress that 
has been made not only by American in- 
vestments, but also by American investors. 
I make a distinction between the two, be- 
cause it has often occurred that consider- 
able amounts of American capital have 
been invested in Latin American enter- 
prises through the intermediary of Can- 
adian and other foreign enterprises. 


The sum total of American capital in- 
vestment in Latin America has increased 
rapidly during the last twenty years, but 
what is even more important, it has 
brought to its support an increasing meas- 
ure of good will attested not only by the 
attitude of the public authorities, but also 
as shown by the attitude of the masses 
of the people. To sum up the situation in 
a few words—it is gratifying to know that 
American investment in Latin America has 
passed frpm the period of adventure to the 
period of helpful, productive and perma- 
nent investment. 


I recall when there was a real ques- 
tioning on the part of the people of Latin 
America relative to the seriousness, the 
permanence and trustworthiness of Ameri- 
can enterprise. It was a period of con- 
cession hunters, who often roamed through 
Latin America without the necessary finan- 
cial backing and who, when securing fran- 
chises or concessions, were compelled to 
hawk them about in the financial districts 
of our great cities. Happily for us, we 
have, to a large extent, outlived this period. 
The greater willingness of the man of 
small means to invest in foreign enter- 
prises has made it possible to organize and 
operate successfully large American en- 
terprises in Latin American and to se- 
cure for such enterprises increasing 
amounts of capital in the United States. 


The operation of American enterprises 
in these countries has had a far-reaching 
influence on social conditions. In their de- 
sire to secure a steady and stable labor 
supply, American companies have made 
great effort to improve the social condi- 


tions of their laborers through the con- 
struction of better dwellings, the establish- 
ment of schools, the founding of recrea- 
tion centers and other important influences 
affecting the standard of life and comfort 
of the people. The demonstration of the 
increase in industrial efficiency, which has 
resulted through these measures, has had 
a far-reaching influence on the general 
condition of labor in all these countries and 
has given rise to a widespread demand 
for improved labor and living conditions 
in all branches of mining, agriculture and 
industry. 

The broad-minded policy now being pur- 
sued by American enterprises in Latin 
American countries is developing an asset 
of good will which is not only a great as- 
sistance to them, but which in its ulti- 
mate effects is influencing most favorably 
the attitude of the peoples of these coun- 
tries toward the United States. 

There is another and equally important 
aspect of this investment situation which 
was deeply impressed upon me in the 
course of my recent trip. American com- 
panies are securing to an increasing ex- 
tent contracts for the construction of pub- 
lic works in Latin America. Port-works, 
drainage-works, water-works and _ street 
railway systems constructed by American 
companies are now in evidence in almost 
every country of Central and South 
America. Notably, within the last ten 
years these companies have shown a real 
statesmanlike appreciation of the value of 
good will as an asset in their operation 
in foreign lands. In several instances I 
have seen popular enthusiasm aroused by 
the rapidity and efficiency with which such 
public works have been constructed and 
the liberality which has characterized the 
policy of these companies. Although the 
work is that of American private enter- 
prise, the general attitude of the peoples 
of Latin America toward the peoples of 
the United States is profoundly influenced 
by their estimate of the sincerity, trust- 
worthiness and efficiency of American 
companies operating in their midst. The 
excellent impression that has been made 
is certain to open an ever-widening field 
of opportunity in Latin America and will 
be one of the factors in bringing about a 
closer understanding between the Latin 
American peoples and the people of the 
United States. 
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Are Copper Stocks a Buy ? 





OQ answer the question as to 

! whether buying copper stocks now 
ts advisable involves the forecast- 

ing of one big factor. That factor is the 
future price course of copper metal. The 
chart accompanying this article shows the 
price range of eight representative New 
York Stock Exchange copper stocks, 
month by month, since 1914 and the aver- 


age price of copper metal during the same 
time. 


It is quite apparent that there is a close 
relationship between the price trend of 
the metal and the price trend of the stocks. 
This is to be expected. Ownership of a 
share of copper stock really represents 
proportionate ownership of that company’s 
unmined copper. If copper metal ad- 


COMPARATIVE PRICES 
— COPPER METAL 
~~» BCOPPER STOCKS |= 


By FREDERICK HANSSEN 


formed quarters it is admitted that do- 
mestic consumption in 1923 will be from 
15 to 20 per cent greater than:in 1922. It 
is also conceded that the statistical posi- 
tion of the metal today is better than a 
year ago. Yet the fact remains that, 
broadly speaking, this year has witnessed 
a steady decline in copper metal prices. 
Copper today is selling for less than 13c 
per pound, At this price many domestic 
companies cannot operate at a profit and 
the profit margin of many others is very 
narrow. 


Reasons for Weakness 


Another outstanding fact in the copper 
situation is that there never before has 
been such a close “community” of inter- 


@ Mr. HANSSEN discusses 
the dominant factors in 
the COPPER SITUATION 
and the relative merits 
of various classes of 
copper securities. He 
answers the question as 
to whether copper 
stocks are a buy today 
and which CopPPER SE- 
CURITIES present the 
greatest speculative 
posstbilities. 


given to the ‘foreign situation, Europe is 
a big buyer of our surplus copper output. 
South America is a big shipper of cop- 
per to us. Below are given the import 
and export figures thus far available for 
1923. Our imports of copper are much 
greater than in the pre-war years due to 
the development of the South American 
mines. Our export figures compare very 
favorably with pre-war years. Should 
any measure of stability come to Europe 
there is little question but that a big 
demand for copper would arise. The high 
price of coal has resulted in the develop- 
ment of many electrification plans which 
only await more tranquil conditions to be 
put into operation. 











. : est among the leading factors in the in- Month Imports Exports 
oman cto the copper reserves are dustry. There are various theories of- January .................... 38,007,001 76,862,942 
worth proportionately veg and the net fered as to the real reason for the recent February ................ 38,483,909 50,689,451 
carnings are correspondingly increased. weakness in the metal. Producers wanted March ...............0..... 53,924,895 67.122,745 

To forecast the price trend of copper to be placed in position to cut their labor April ...................... 37,150,010 65,785,241 
metal the basic factors of supply and de- costs. Well, this has happened. Big in- May .......... ene 81,104,628 60,578,359 
mand must be given consideration. Un-  terests wanted to accumulate more stocks. Jume ..............-::0----+ 64,255,915 63,189,664 
fortunately statistics fully covering the Well, they have had their chance. IOI ecicsncestbiienctenniell 53,367,526 64,358,075 
situation are not available. In well-in- Then, too, some consideration must be August ................... 87,025,816 69,956,919 

Range of Copper Stocks Since 1921 

Rat. 1921 1922-’23 Jo Current % Decrease Current 
ing* Company Low High Increase Price From High Yield 

EEA AT LE 31% 57 83 35% 36 8.3 

B Calumet & Arizona ........................- 4014 66 62 45% 30 8.7 

A. Gene de Paco —................. 23 48% 113 40 18 10.0 

(EEO AE NSE ie Rowdee 9 30% 233 263% 13 10.4 

SEER era ee ere 1914 33% , 73 155% 51 

eg PRISE Bees ae eee 15 35 133 13 62 

Ce FE SII vcrissrintrenttteaetncibtnistaesi 18% 345% 94 14 60 eos 

I I ili cca ceitiniieimnciclaniein 295% 45 50 263% 40 74 

Be 5 III ss ceniciuteomietbtibinaticsinisnanssaaaiias’ 16 4434 181 32% 26 9.1 

EERE ak CR ee tae 17 37 117 29% 21 ones 

| RR ERNE cue eeeeree 1534 31% 92 21% 32 9.1 

a: aici ee 191% 111 10% 48 

Re ee 11 19 72 115% 37 ‘a 

rea ee A 41% 75% 85 59 21 6.8 

*Guenther’s Independent Appraisal Ratings. 
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in times past (going back to 1863) cop- 
r metal prices have risen and fallen. 
here have been periods of short dura- 
n of relatively high prices followed by 
ch more extended periods during most 
which copper sold at relatively low 
s. The interval between peak prices 
; lasted from eight to ten years. It 
ill be noted by glancing at the chart 
the last peak in copper prices oc- 
irred in 1916 and that the eight years 
will be up in 1924. Precedent shows’ that 
e may be due for another sharp advance’ 
the price of the red metal. 


Precedent is interesting but far from 
nelusive. It is a fact that broadly 
peaking we have been in an era of de- 
clining copper stock prices ever since 1919, 
Phere was a slight rally which carried 
prices somewhat above what might be 
termed “accumulation” level early this 
ear and from that point there has been 
. recession until today the average price 
copper stocks stands almost at the 
1921 lows. These lows are below those 
f any year back as far as 1912. It is 
true, of course, that a copper mine is a 
liquidating proposition and that over a 
period of time the natural price trend of 
the stocks is downward. But it is also 
true that if copper advanced proportion- 
ately to commodities as a whole (which 
are about 50 per cent above pre-war aver- 
ages) then copper would be selling around 
20c per pound, 


Selling at Low Price 


Summing up, we find that copper metal 
is selling at a relatively low price; copper 
stocks are selling at almost a record low 
price. Nearly eight years have elapsed 
since the last high copper price. The in- 
dustry itself is working harmoniously. 
Domestic consumption is breaking all 
records. Europe is consuming at least as 
much as in pre-war times and with tran- 
quility established there will greatly in- 
crease her consumption. Wages have re- 
cently been reduced. The metal itself after 
selling down to 12%c is now nearly back 
to 13c. It appears clearly forecast that 
the next important movement in copper 
metal prices will be upward. It is equally 
clear that the next major movement in 
copper stock prices will be upward. 
While this movement may not take place 
immediately the stage is all set for it. 
The long pull ‘speculator will do well to 
consider adding a line of “coppers” to his 
holdings. 


Speculative Risks 


When it comes to making a selection, 
the amount of speculative risk the pros- 
pective buyer of copper stocks desires to 
assume will be the governing factor. So 
far as the records go, no substantial cop- 
per company has ever been in a receiver- 
ship, Therefore the convertible bonds of 
the copper companies must be given a 
high speculative investment rating. In 
times past similar convertible bonds have 
risen to very high prices. There are four 
bonds available at present, those of Ana- 

(Please turn to page 611) 
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q A Candid View of— 


Prospects for Sears-Roebuck 


@ This year the COMMON STOCK should show earnings of 
between $12 and $13 ashare, after all charges and preferred 


dividends. 


@ That makes the question of dividends for the COMMON an 
interesting one to speculate upon. 


@ The ComPaANny has retired all its bond and note debts, and 
has strengthened its position materially. 


By Townsend A. McClellen 


RANKLY speaking, it would be 

better in the long run were the 

common stock of SEARs-RoEBUCK 
to remain off the dividend-payer list for 
at least a year. That may not be a very 
encouraging statement so far as present 
holders of the junior shares of the great 
Chicago mail order house are concerned. 
But in making it I have in mind the 
thought that entrenchment of the stock 
with ample working capital resources and 
financial bulwarks would be much better 
than immediate skimming and distribution 
of the profits of today. 

Sears-RoeBuck has come back. That 
I believe, is something which can be 
agreed upon. The reason is twofold. 
First, the communities from which the 
company draws its revenues have gotten 
back into their buying stride in good form. 
Second, the management has displayed 
commendable ingenuity, enterprise and 
conservatism and has left nothing undone 
to strengthen the finances of the company. 

In the first nine months of this year, 
Sears-RoeBuck’s total sales gained 25 
per cent over the sales for the correspond- 
ing period of last year. The gain was an 
average of approximately $10,000,000 for 
each of the three quarters. And, if the 
company does not do any better in the 
final quarter than it does every year, it 
should show a still more substantial in- 
crease over the third quarter of last year 
and over the preceding quarters of the 
current year. 

Some things have taken place this year 
which are worthy of special attention be- 
fore going into discussion of earning 
power and other kindred matters and sta- 
tistics, 

@ne of these is the financial strength- 
ening which the management has been 
able to accomplish. 

This year’s improvement in business 
and methods of economy have made pos- 
sible a greatly improved earning power. 
And the iatter has enabled the manage- 
ment, without straining itself or its credit, 
to pay off’ the final series of 7 per cent 
gold notes of 1920. The third instalment 
of slightly less than seventeen millions ma- 


tured October 15, last, and it was paid off 
with cash. 


The completion of the retirement of 


those 7 per cent notes is interesting. The 
notes, to the amount of $50,000,000, were 
brought out in 1920 when the company 
was suffering the throes of deflation. 

It is three years since the notes were 
issued, and in that period the management 
has been able to wipe out the obligation 
by means of liquidated inventories and 
the use of surplus profits that had not 
been divided. 

The strain of 1920 was the hardest the 
company ever had experienced. In fact, 
it was the only really severe period of 
losses of the kind in the history of the 
organization. JuLES RosENWALD, the 
heart of the enterprise, is to be congratu- 
lated upon what he has achieved since he 
took off his coat and took over complete 
direction. 

No Funded Debt 


SEARS-RoEBUCK now has 
debt—no notes outstanding to make 
preparations for. Its capitalization con- 
sists entirely of stock. There are $8,000,- 
000 of preferred stock and $100,000,000 
of common stock, The sole difference 
between the present capital structure of 
today and that prior to 1920 is that the 
common stock outstanding totals $100,- 
000,000 instead of $75,000,000. The in- 
crease occurred when the company was 
flushed with the brilliant prospects. That 
was in July of 1920, when a 40 per cent 
stock dividend was declared. The latter 
increased the common stock to $105,- 
000,000, but in 1921, Jutius RosENWALD 
turned back $5,000,000 of common to help 
straighten out the company’s financial 
problems. Real estate to the amount of 
$16,000,000 also was sold at the same time. 


The unselfish action of the company’s 
president was what enabled the directors 
to continue payment of the 7 per cent divi- 
dend on the preferred stock and also 
served to strengthen the standing of the 
company with investors. 


no funded 


Now for the interesting question of 
earning power. 

Last year SeArs-RorBuck showed only 
$4.87 a share earned for its common stock. 
That was not large, but it was encour- 
aging, considering what the company had 
suffered in 1921. 

This year net sales should run between 
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$190,000,000 and $200,000,000. 
then they will be at a level which has been 


topped only twice in the history of the or- 
ganization, 


If they do, 


This year the company in all probability 
will be able to show a merchandizing 
profit of between 7 per cent and 8 per 
cent. Assuming that the estimates I have 
made prove to be correct, then there 
should be at the end of 1923 a balance 
for the common stock of around $13,- 
000,000, which would figure out at about 
$13 a share for the present outstanding 
$100 par value common stock that is sell- 
ing in the current market at around 81 
to 82. That seems to be a high price 
for a stock that is not paying dividends. 
Doubtless. the market appraisal represents 
discount of the prospects for dividend re- 
sumption. But, last year, when the earn- 
ings prospects were not nearly so good, 
the stock sold above 94, so that there 
still remains room for a substantial gain 
over the present price, which already has 
been topped this year by a few points. 

A point that should be taken into con- 
sideration is the fact that last year’s bal- 
ance for the common was partly made up 
from what the company states as “other 
income.” The estimate 
to this year’s 


I have made as 


indicated earning power 


does not take into account any other in- 
come than that derived directly from the 
sales of the company. 

I recall a semi-official statement made in 
August, last, that the company, with its 
best months ahead of it, was making a 
profit of $1,000,000 monthly after all 
charges and preferred dividends, 


Dividend Declaration 

At the outset, I remarked that common 
stockholders should not feel themselves 
slighted were the directors to fail of 
reinstating dividends for them before the 
end of next year at least. That state- 
ment had nothing at all to do with an- 
swering the question, should or should not 
investors anticipate the early declaration 
of common dividends. 

If current and indicated earning power 
were the sole considerations then the 
directors would be justified in initiating 
dividends for the common early in 1924. 
But indicated earning power is not the 
sole consderation. If directors were to 
conclude that the junior holders in justice 
could be asked to wait, they would not 
lay themselves open to sharp criticism. 

There has been a substantial shrinkage 
in working capital that the management 
would be justified in wishing to correct. 
Then, too, there is the fact that it requires 





considerable financing to handle such a 
steadily increasing volume of sales as 
SEARS-RoEBUCK is reporting and should 
be able to report in the future. 

Were I to answer the question as to 
the dividend outlook without injecting the 
personal opinion that the management 
might wish further to strengthen its finan- 
cial structure, I would say that investors 
would be justified in anticipating favor- 
able dividend action after the turn of 
1924. 


My conclusion is that the earning ca- 
pacity of Sears-RoeBuck has been 
stored permanently. 


re- 
I believe that the 
outlook is for a consistent earning power 
adequate for the ultimate establishment 
ona stable basis of a generous dividend 
on the junior stock. The senior shares 
are well protected and are entitled to 
favorable consideration by investors who 
seek reasonable assurance as to the sta- 
bility of dividend payments. And _ the 
record of the past three years is one 
which should convince investors as well 
as the company’s stockholders of the effi- 
ciency, ingenuity and capability of the 
present management of Serars-RoesBuck. 
Guenther’s Independent Appraisal 


rates Sears-Roebuck preferred “B,” 
common “B.” 








Consolidated Gas Dividend 


What Is the Outlook—Is There Reason for Buying This 
Stock and Holding It for the “Long Pull”? 


Answered by MONTGOMERY CLAY 


ALUES ultimately will tell the 
V story of what one may expect of 

the future of securities. If a 
stock, for example, is strongly 
fortified by actual assets, has a proved 
earning power, and shows indications of 
a continuation of earnings substantially in 
excess of dividend requirements, that 
stock ultimately must command a market 
price truly 
value. 


specific 


expressive of its intrinsic 

That is a fitting prelude to a discus- 
sion of the status of the capital stock of 
Consolidated Gas of New York. 

According to the last balance sheet of 
the company, the net assets were equal 
to $137.18 a share of the 2,992,500 shares 
of no par value common stock. 
shares, at this writing, are quoted at 
slightly above $63. I believe that the real 
book value of the shares of Consolidated 
Gas is substantially larger than the figure 
quoted as of the last balance sheet. 

For the past decade, the company has 
not failed to pay dividends on its capital 
stock. 

In 1922 the company showed combined 
gross receipts of slightly more than $113,- 
000,000. That was $1 of gross business 
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Those 


for each $4 of book value of the actual 
physical assets of the corporation, 

The dividend balance for 1922 was equal 
to better than $7.25 a share for the present 
outstanding common stock on which the 
dividend is only $5 a share. And the 
balance for interest and dividends was 
equal to more than three times the inter- 
est charges on the bonds which were out- 
standing last year, but since have been 
retired. 


The issue of preferred stock in Novem- 
ber of last year of $15,000,000 cumulative 
and participating 6 per cent shares with a 
par value of $50 was a refunding propo- 
sition. That means that the dividends for 
the preferred offset the interest previously 
paid on the old 7 per cent notes. 


One of the Greatest 

Consolidated Gas of New York is 
spoken of as one of the nation’s greatest 
public service enterprises. It is recog- 
nized as one of the leaders in the gas 
business. 3ut it also possesses control 
of the New York Edison Company, and 
every investor who is following the trend 
of events knows that the electrical indus- 
try is going ahead by leaps and bounds. 


The company controls several other sub- 
sidiaries, several of which have handsome 
surpluses accumulated, which could be 
drawn upon did necessity dictate such a 
course, or were the drawing deemed 
proper or expedient. 

It has been estimated, officially, that the 
properties of the Consolidated Gas Com- 
pany could not be reproduced for less 
than three-quarters of a billion dollars. 
The courts have held that a public utility 
company is entitled to claim that rates 
should be constructed on the basis of re- 
production values of properties used in 
performing the public service. 

Now, if we consider the common stock 
of Consolidated Gas as at present con- 
stituted as being actually worth the re- 
production value, we would find for those 
shares an actual property value, as a basis 
for rate making, equal to more than $198 
a share. With 7 per cent as a reasonable 
return on that basis, the earning power 
of the present no par common stock would 
be nearly $14 a share. Dividends of $7 
a share could not be considered too high 
for a stock with such an earning power. 

Therefore, is it a case of stretching the 
imagination beyond the limits of reason- 
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ableness to look for the time when the 
present stock will be paying $7 a share 
and will be earning double that rate— 
earning $1 a share for each dollar of 
dividends ? 


The skeptic will respond with a re- 
minder that there are those who would 
demand lower rates for gas. The fear of 
political interference would be roused. 
The constitutionality of the $1 gas law 
has been attacked and hearings are in 
process. 


The United States courts have found 
that the state cannot compel a public serv- 
ice corporation to charge rates that are 
inadequate. They assume that, in order 
that a service of the sort shall be adequate 
-which is demanded of a public utility— 
the compensation therefor must also be 
adequate. The court has held that an 
80c rate for gas in New York would be 
confiscatory and it has not been proved 
that even the $1 rate is sufficient to afford 
a full fair return upon property invest- 
ment. 


No Political Worry 


I do not believe that investors need 
worry about the outlook so far as political 
or other hamperings are concerned, when 
it comes to a question of allowing Con- 
SOLIDATED GAS opportunity to maintain an 
equitable stability of earning power. 

The senior shares of CoNsoLIpATED GAs 
are not among those listed on the New 
York Stock Exchange, but that does not 
minimize their investment qualities, nor 
does it detract from their attractiveness 
from the standpoint of speculative pos- 
sibilities. The shares are receiving 7 per 
cent dividends, although they are a 6 per 
cent proposition. The reason for their re- 
ceiving higher than the face dividend rate 
is the fact that they are participating as 
well as cumulative. Net earnings today 
are said to be running at better than 14 


times the requirements for dividends on 
the preferred. 


The senior shares, by virtue of their 
provisions, are entitled to receive 1 per 
cent additional to the regular 6 per cent 
rate for each $1 that is received by the 
common over and above $4 a share. In 
other words, because the common now is 
receiving $5 annually, the preferred gets 
7 per cent. 


Attractive Investment 


I would consider, therefore, that the 
senior shares of ConsoLipATED GAs are a 
sound and fairly attractive investment for 
the business man. They offer, as has been 
shown, possibilities for profit in the future. 
I would say that there is possibility that 
the disbursement to the junior share- 
holders in the future will be increased. 
That means more money in the way of 
retfrn on the investment, for the senior 
stockholders. 


Let me return to discussion of the com- 
mon stock. I have dwelt upon some of the 
points of interest that suggest very at- 
tractive long-pull speculative possibilities. 
Here is a stock that is selling currently 
to yield within a fraction of 8 per cent. 
There does not seem to be any doubt 
about the continuance of the present divi- 
dend of $5, which affords that yield on 
the investment. In fact there seems to 
be reasonable assurance of ultimate in- 
crease. 


Remember that there is back of Con- 
SOLIDATED GAs its equities in the reserves 
of its subsidiary companies. It is inter- 
esting to recall that, when New York 
Edison, for the benefit of its parent, in 
the fall of 1920 submitted to a withdrawal 
of an extra dividend from its accumula- 
tions, possessed a surplus of more than 
$46,000,000 and reserves in excess of $29,- 
000,000. After it had helped out its 
parent, it still had, excluding the reserves, 


$46 a share as a value back of Con- 
SOLIDATED GAS common. 


In 1922, Astoria Light, Heat & Power, 
which is owned by CoNSOLIDATED, paid its 
parent in dividends only $850,000. But it 
reported a surplus at the end of the 
year of more than 8% millions of dollars. 


After paying dividends for 1922, the 
United Electric Light & Power had a 
surplus of more than 4% millions of dol- 
lars. And the New York & Queens Elec- 
tric Light & Power, another subsidiary, 
reported a surplus after dividends of 
$3,546,762. 

I hesitate to estimate the actual asset 
and earning power and resources back of 
the shares of CoNsoLtipATep GAs as will 
be shown in the income statements for 
this year. That it is a vast inherent 
earning power seems obvious. That it will 
result in ultimately higher prices for the 
stock of the company, seems a foregone 
conclusion. 


Dividends and Values 


As far back as December of 1922, 
LANDON C. GATEs, writing in THE FINAN- 
CIAL WorLD, said that there was no reason 
why Consotipatep Gas should not be 
rated as a semi-investment proposition by 
virtue of its dividend record and actual 
asset value. “In the long run investors 
discover that such securities always are 
more dependable and compensatory than 
are the more volatile and highly specula- 
tive ones,” he said. 

It would not surprise me were some 
substantial additional benefits to come in 
material form to the holders of common 
stcck in the next few years. Such pos- 
sibilities always are present in the case of 


successful enterprises such as CONSOLI- 
DATED GAS. 
Guenther’s Independent Appraisal 


of Listed Stocks rates Consolidated 
Gas common “A.” 








Reprinted from November 10th issue of The Magazine of Wall St., published by The Ticker Publishing Co. 


Litigation Between Louis Guenther, Editor The Financial World, and Ru- 
dolph Guenther-Russell Law, Inc., and Magazine of Wall Street Terminated 








and Rudolph Guenther-Russell Law, Inc., 

against the Ticker Publishing Company have 
been discontinued by mutual consent of the parties 
upon the recommendation of their respective at- 
torneys and through the efforts of Justice O’ Malley 
of the Supreme Court before whom the cases were 
called for trial. 

Since the initiation of the controversy between 
THE FinanciAL Wor.p and The Magazine of 
Wall Street and the institution of its libel action, 
calm reflection disclosed that there was no occasion 
for the publication of the matter complained of. The 
readers of both publications are entitled to be re- 
lieved of the history or progress of any differences 
between the respective managements. 

The primary object of both publicatidns should 
be to serve the financial community. This object 
it is felt will not be furthered either by a continu- 
ation of the law suit or the use of the columns of 


Ts libel actions, brought by Louis Guenther 


either publication for the airing of this contro- 
versy which is now a closed chapter. Both publica- 
tions are endeavoring to maintain a high standard, 
particularly with respect to the advertising appear- 
ing in their columns. It is felt that there is ample 
opportunity for the useful functioning of both pub- 
lications in the interests of their readers and of 
the financial community, and that these objects 
will not in any way be served by the continuation 
of the litigation. 

We know that this action will meet with the 
approval of the financial community including the 
readers of the respective publications. 

The spirit of the negotiations which led to the 
adjustment of the litigation with THE FinaNciAL 
Wor tp has resulted in the withdrawal by mutual 
consent and with the approval of the Court of the 
action instituted by Rudolph CGuenther-Russell 
Law, Inc. 
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These reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Independent Appraisal of Listed Stocks 





Miscellaneous Industrials 





American International— 
Rating “D” 

Further liquidation of the assets of 
American International were announced 
during the current week when Amsinck & 
Company was disposed of. The recent 
rally in Mercantile Marine preferred may 
also indicate a further liquidation of 
American International stock holdings. 
Eventual complete liquidation of this com- 
pany is now predicted. 


American Steel Foundries— 
Rating “A” 

American Steel Foundries reports net 
of $5,727,000 in the first nine months of 
1923, compared with net of $2,723,000 in 
the same period of 1922. It is reported 
that the company’s plants are operating 
at 100 per cent capacity. 


Computing-T abulating 
Rating “A” 

Net of Computing-Tabulating & Record- 
ing for the first nine months of 1923 was 
$1,471,000, compared with $1,066,000 in the 
same period of 1923. Increased dividend 
rate is being earned with a good factor of 
safety, and the above net does not include 
more than $500,000 which was received in 
settlement of a law suit for infringement 
of patents. 


Consolidated Textile— 
Rating “C” 

The outlook for this company still re- 
mains very much beclouded by the high 
prices for raw material and its high op- 
erating costs. Dealers are buying from 
hand to mouth and from all present indi- 
cations, Consolidated Textile will have an- 
other unprofitable year. 


Du Pont— 
Rating “A” 


Apparently the new plan by which Gen- 
eral Motors will sell common stock to a 
new corporation, the Managers Security 
Company, is regarded as bullish on Du 
Pont. The plan provides that this new 
subsidiary of General Motors will offer 
to purchase 2,250,000 shares of General 
Motors common stock for $2.20 in cash 
and $12.80 in 7 per cent preferred stock 
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of the new company. It is improbable 
that most of the holders of General Mo- 
tors common stock will participate in this 
exchange, and it is therefore probable 
that the Du Pont holdings of 7,500,000 
shares will be very substantially reduced, 
as they have agreed to supply such stock 
as the General Motors common stockhold- 
ers do not furnish. If this situation works 
out in that way it will, of course, give 
Du Pont over $4,000,000 in cash, and a 
retireable preferred stock in exchange for 
some 2,000,000 shares of General Motors 
common. It is estimated that General Mo- 
tors common stock stands on Durant’s 
books at between $10 and $11 per share, 
and that the holdings exceed 7,500,000 
shares. 


Endicott-Johnson— 
Rating “A” 

The company has recently noted a sharp 
increase in the demand for shoes, and 
orders for the past month have been run- 
ning about 50 per cent greater than pro- 
duction. Immediate delivery is largely re- 
quired, indicating that the shelves of the 
dealers are fairly bare. Production is be- 
ing. increased. 


Famous Players— 
Rating “B” 

It was officially reported that Famous 
Players will not have to do any new 
financing and that officers look for main- 
tenance of the $8 per share dividend rate 
on both the common and the preferred 
stocks. The company has a large supply 
of films on hand and is endeavoring to 
control its cost situation by shutting down 
temporarily on production. 


Goodyear Tire & Rubber— 
Rating Pfd. “B” 

It is announced that Goodyear Tire & 
Rubber is negotiating for the purchase of 
patents and rights to manufacture the 
Zeppelin-Dirigible. The agreement when 
concluded includes the right to manufac- 
ture engines, machinery and auxiliaries, as 
well as the covering. It is officially stated 
that negotiations are approaching comple- 
tion and will shortly be laid in full before 
the authorities in Washington. 


Great Northern Ore— 
Rating “B” 


Directors are scheduled to meet for divi- 








dend action on Great Northern Ore in the 
middle of the month. The company is 
understood to have done a very big busi- 
ness during the current year, and doubt- 
less a semi-annual disbursement of at least 
$1 per share will be declared at that time. 


Gulf States Steel— 
Rating “A” 

A sharp advance in Gulf States Steel 
was accompanied by reports that an extra 
dividend would be declared in the next 
meeting of directors. The company has 
done rather well thus far in 1923, although 
a downward trend in earnings was indi- 
cated By the third quarter report. 


International Cement— 
Rating “A” 

This company showed a sharp gain in 
earning power during the third quarter of 
1923 when a net income equal to $2 per 
share on the common was reported, com- 
pared with $1.61 in the second quarter and 
$1.25 in the same quarter of 1922. Net 
for the first nine months was $4.87 a 
share compared with current dividend pay- 
ment of $3 per share yearly: 


International Nickel— 
Rating “C” 

International Nickel showed a sharp in- 
crease in earning power during the second 
quarter of 1923 and reported a net more 
than sufficient to cover the preferred stock 
dividend requirements. Favorable earn- 
ings statement was followed by a rally in 
both issues, and was forecast in a recent 
issue of THe FINANCIAL Wor p. 


Loew’s, Inc.— 


Rating “C” 

Dividends have been resumed on Loew’s, 
Incorporated, after a lapse of several 
years, at the old rate of $2 per share 
yearly. The company made a very good 
earning report for the fiscal year ended 
August 31, 1923, and current earnings are 
understood to be at a satisfactory rate. 


Mack Trucks— 
Rating “A” 

Earnings of Mack Trucks for the first 
nine months of this year were equal to 
$15.86 a share. The present earning rate 
indicates that there is a possibility of a 
further increase in the current $6 divi- 
dend rate. 
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Mallinson— 
Rating “B” 

It is estimated that for the fiscal year 
ending October 31,- Mallinson closed the 
most prosperous year in its history with 
earnings equal to about $8 per share on 
200,000 shares of common stock. The 
vorking capital position of the company 
has been substantially improved, and the 

mpany expects soon to be able to finance 

business without resorting to bank 
The saving of the interest charges 
hus made is expected to cover dividends 

1 the preferred stock. 


loans. 


Tidewater Oil— 
Rating “C” 

Despite the unfavorable general situa- 
tion in the oil industry, Tidewater was 
able to report a net of $6.95 per share in 
the first nine months of 1923 compared 


with net of $6.63 a share in the same 
period of 1922. 





Railroads 





C., M. & St. P.— 
Rating “C” 

President Bryam stated that recent ad- 
vances in grain prices have resulted in a 
very sharp increase in the grain move- 
ment, which farmers have been holding 
back awaiting higher prices. He states 
that on the whole the outlook for good 
business during the coming winter is very 
favorable. 


Delaware, Lackawanna 
& Western— 
Rating “A” 

Delaware, Lackawanna & Western stock 
featured the rail list during the past week, 
with a sharp advance. Last year the com- 
pany did not pay the usual extra, but there 
is little question but what such payment 


will be made around Christmas time of 
1923, 


Erie— \ 
Rating “D” 

Indicative of the improved physical 
condition of the Erie is the fact that a 
special train made a trip between Chicago 
and Jersey City in 23 hours and 30 minutes 
recently, whereas the fastest running time 
of Erie’s regular trains is 26 hours. Erie 
is getting its transportation ratio down 
so that it compares favorably with that 


of New York Central and Baltimore & 
Ohio. 


Great Northern— 
Rating “A” 


Announcement was made that Great. 


Northern would sell its stock on the in- 
stalment plan to its employees, which in- 
dicates confidence of the management in 
the ability to maintain the current rate of 
$5 per share. The stock rallied rather 
sharply and is selling somewhat higher 
than that of Northern Pacific, probably 
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because immediate net earnings outlook of 
Great Northern is better than that of its 
neighboring line. September showings of 
both properties were very favorable, and 
there is every present indication that Octo- 
ber net will show a substantial improve- 
ment over that of September as car load- 
ings have broken all records. 


Lehigh Valley— 
Rating “A” 

The final decree of the Lehigh Valley 
dissolution case was signed during the 
week. Stockholders will be given the 
right to subscribe to one share of certifi- 
cate of interest in the Lehigh Valley Coal 
Company upon payment of $1. It is un- 
derstood that subscriptions will be re- 
ceived until April 15, 1924. Before re- 
ceiving any dividends the stockholder must 
make affidavit that he has disposed of his 
railroad stock. In other words, it will be 
impossible for one individual to hold both 
the railroad and the coal stocks. 








Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up-to-date: 


Auto Knitter, com.................... CtoD 
Colorado Fuel & Iron, com....B to C 
STII ciccnencenecninsasiteahoitennaiion’ CtoB 
Manati Sugar, com.................... DtoB 
Pressed Steel Car, com............ CtoB 


South Porto Rico Sugar, com..C to B 
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Missouri Pacific— 
Rating “C” 


It is officially stated that all records are 
being broken for volume of traffic for 
Missouri Pacific in October, with no car 
shortage, and with freight equipment aver- 
aging 32 miles per day duirng that month. 
Missouri Pacific has now a very heavy 
maintenance program behind it, and han- 
dling a record volume of traffic it is ex- 
pected to show a very sharp increase in 
net in coming months. 


Pere Marquette— 
Rating “B” 

After an inspection tour of the Pere 
Marquette Railroad, President Alfred 
states the road is in the best physical con- 
dition in its history. More than $11,000,- 
000 has been spent in improving facilities 
during the current year which should 
greatly increase operating efficiency of the 
road. 


Pittsburgh & West Virginia— 
Rating “B” 
Earnings of Pittsburgh & West Vir- 


ginia applicable to common stock are such 
that directors doubtless will consider inau- 


guration of dividends on this issue some- 
time in 1924. Dividend on the preferred 
has been earned three times over in the 
first nine months. The only unfavorable 
factor in the Pittsburgh & West Virginia 
situation is the downward trend in bitu- 
minous coal prices. 


Rock Island— 
Rating “B” 

As the time draws near for taking ac- 
tion on the dividend of the preferred is- 
sues of Chicago, Rock Island & Pacific, 
the stocks are showing an upward market 
trend. In view of the fact that the com- 
pany is selling these same issues to its 
employees on the installment plan, there 
appears to be little question in the minds 
of the management as to the safety of 
the current dividend rate on these prefer- 
ence stocks. Earnings in September 
showed a sharp increase, and a good net 
is also confidently expected in October. 


St. Louis-Southwestern— 
Rating “B” 

In the first nine months of 1923 St. 
Louis-Southwestern has covered its in- 
terest requirements as well as dividend on 
preferred stock for the entire year. 
Whatever net the company reports for the 
remaining months of the year will be 
applicable to the common stock, which is 
estimated at about $14 per share in 1923. 


Seaboard Air Line— 
Rating “D” 


Seaboard Air Line is making a very good 
net earning showing thus far in 1923, and 
the adjustment bonds have become quite 
active at rising prices. In 1922 the road 
did not earn its fixed charges on the ad- 
justment bonds, but thus far in 1923 this 
interest has already been covered and earn- 
ings for three good months are still to be 


“reported. There appear to be good pros- 


pects for a resumption of interest pay- 
ment on these bonds early next year. 


Wabash— 
Rating “C” 

The “A” stock of Wabash is continuing 
its steady advance, and the net earning 
outlook for the coming months is very 
bright. There is every reason to expect 
that Wabash A will be one of the early 
stocks to inaugurate dividends. 





Public Utilities 





Laclede Gas— 
Rating “A” 

Laclede Gas declared a dividend of $3.50 
on its common stock, This is in line with 
the policy of the company to make up 
dividends on the common lost during 1920 
and 1921 when adverse rate situation 
made it impossible to maintain the current 
dividend rate. 
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By THE OBSERVER 


In his five-minute address to the 

Coolidge’s investment bankers, President 

Fine CoOLIDGE impressed them with the 

Compliment importance of their calling and the 

extent with which investors must 

depend upon them for safe and profitable investments. 

The President in his talk went even further by point- 

ing out that upon their shoulders fell the obligation 

of providing the capital to keep the commerce of the 
nation smoothly on its course. 

Yet, in the mind of the honest investment banker, 
there still is a greater responsibility and that is to see 
the faith reposed in him by clients is always kept. He 
realized that, with the majority of his customers, his 
word is the final one. Whatever he approves is ac- 
cepted without question and put away in strong box. 

Thus he must sense the needs of the individual 
client. Be it a dependent woman, he must be certain 
nothing is recommended to her which later on will 
produce heartaches. To the business man who can 
afford to assume risks he can suggest a security which 
he would never think of offering to another who must 
rely upon the income it produces. Those are the fine 
distinctions he must draw if he carries on his calling 
along the ideals the President pointed out. 


The same measure of confidence is reported in the 
investment banker as there is in the trusted family 
doctor and lawyer. These three form the triumvirate 
of professions where faith is the principal influence 
binding clients to them. 

And faith is one of the highest ideals to which hu- 
man ambition can aspire. To sell something in the 
form of engraved certificates in exchange for money 
and feel it possesses the value of a Government note, 
must be a source of great personal satisfaction. That 


is the type of investment banker President CooLipGE 
had in mind. 


Underlying the hesitancy of the 


Advertising [NVESTMENT BANKERS AsSOCIA- 
Their TION to permit its members to ad- 
Connection yertise their connection with it is 


the fear that the public would hold 
it responsible for the integrity of each member. An- 
other technical reason advanced is that, in some states, 
there is a law forbidding the use of the term banker 
unless a real banking business is conducted. 


Any apprehension of public criticism, should it 
happen that some member falls from grace, can be 
If this were the opinion of the pub- 
lic the New York Stock Exchange could not be doing 
the business it is today. What the investor wishes to 
be assured of is that a person or the concern with 
which he is transacting business has had some reliable 


brushed aside. 


' ization through letters and_ bulletins. 


organization investigate his moral character, which is 
what such an official connection implies. 

To allow its members to advertise simply that they 
are members of the INVESTMENT BANKERS AssocIA- 
TION would confer a double benefit—first, in provid- 
ing the investors with a directory of dealers in whom 
confidence could be placed, and, second, would 
spread the usefulness of the organization in places 
where it could do its most constructive work since it 
is engaged in spreading the message of intelligent 
investing. 

Broadly speaking, the Association keeps the light 
of its value concealed when it does not enlist the 
power of advertising to spread its influence. The de- 
sire among the members is the privilege of announcing 
their connection publicly and it seems that this pressure 
cannot be resisted much longer. 


When Joun A. Prescott stepped 

The New down from the presidency of the 

and INVESTMENT BANKERS ASSOCIATION 

The Old of America he was conscious of the 

fact that, in the year that he oc- 

cupied this honored office, he did a yeoman’s work in 

furthering the progress and influence of his organiza- 

tion. When he stepped from the rostrum and handed 

over his gavel to his successor, JOHN W. PRENTISS, 

the members were genuinely sorry to see him retire 
to their ranks. 


What will mark more than anything else the ad- 
ministration of the retiring president as a noteworthy 
one, and one filled with good results, was the team 
work which he brought into it. When a man can 
arouse this spirit of co-operation in his associate it 
shows him to be a real leader. 


, 

While President, Mr. Prescott was not content 
to keep in touch with the membership of his organ- 
He kept in 
in close contact with the members of the various com- 
mittees and, with the numerous group organizations, 
by personal visit and communicated his enthusiasm to 
them. 


The thoroughness with which the year’s work was 
done, which was so graphically emphasized at the con- 
vention, indicated plainly the co-ordination of effort 
that Mr. Prescott brought into the association. Real 
team work it was. For his successor he has blazed a 
new trail and as Mr. Prentiss’ heart is equally in 
the future of the organization and he is endowed with 
similar aggressive and capable executive ability, it 
seems almost certain he will follow the new trail into 
new and unexplored fields where the INVESTMENT 
BANKERS ASSOCIATION can further broaden its use- 
fulness. 
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The sudden death of Dr. CHARLES 

Passing PROTEUS STEINMETZ, the consult- 

of ing engineer of the GENERAL ELEc- 

Steinmetz = rricar Co., came as a shock to the 

general public as it did to his many 

friends and acquaintances in the electrical world, for 

he was one of those rare geniuses whose absence from 
life’s activities cannot be readily spared. 


In the electrical science he stood forth as one of its 
supermen, not only as a discoverer of its most pro- 
found secrets, but as a teacher, and, as such, many 
of the men who are now rated top-notchers in this in- 
teresting field of human endeavor are heavily in his 
debt for the inspiration and encouragement they re- 
ceived from him. 

Few men brought forth such useful wonders from 
the invisible force of electricity as did this electrical 
genius. There now remains only one among the liv- 
ing, that other titan, THomas C. Epison, who com- 
pared with him in mental greatness and natural in- 
tuition. 


How fragile this wizard’s death shows human life 
to be! Though he could harness the clouds and ex- 
tract from them their lightning and thunder and could 
control that mysterious force which, if allowed to 
tun free, could instantly snuff out the action of the 
heart, he was no stronger than earth’s weakest child 
in face of the natural law of life. 


To keep fresh in the human mind his worth to hu- 
man life no granite shafts will be needed. The elec- 
trical cook stove as well as turbine engine or the 
presence of any mechanism associated with the trans- 
mission of the electrical current will recall how his 
patient researches contributed to the comfort and 
material progress of life. 


Man would not wish for a more lasting memory to 
leave behind him. He lived alone with electricity for 
his mate for he did not wish to be separated from a 
study which had so an affectionate grip on his heart. 


Bond dealers had been under the 


Large impression that the recent lull in 
a . bond buying indicated that their 
emand market, at least, temporarily was 


saturated and they did not antici- 
pate a revival until the oversupply of securities had 
been digested. This was the opinion they expressed 
more or less at their convention. 


In this view they were wrong. The best evidence 
of their error was furnished by eager reception by 
the public of the new offering of $100,000,000 bonds 
of the American Telephone & Telegraph Co. If any 
one issue was needed to test thoroughly the present- 
day demand for attractive investments, one so large 
as this was sufficient. 


In less than one day the call for these bonds forced 
the underwriting syndicate to close its books and pub- 
licly announce a considerable oversubscription. The 


‘Success of this offering no doubt will tempt other cor- 


porations in need of additional financing to borrow 
their requirements by the way of the bond market. 
This should revive the spirit of the dealers. 


In gauging the capacity of the bond market we are 
too prone to rely too much upon past precedents. We 
are not yet fully impressed with the country’s Gar- 
gantian appetite for reinvestment developed through 
its enormous increase in wealth. Incomes from pres- 
ent securities, dividends from stock and profits from 
business in themselves provide billions of new capital 
annually, all of which is constantly seeking profitable 
employment. 


What we would call an off bond market today com- 
pared to those of ten years ago would be regarded as 
a prosperity market. Our trouble is we have been 
spoilt to expect too much from our good fortune. 


Several years ago the ROockE- 

Standard’s FELLERS changed their attitude to- 
Change of wards the New York Stock Ex- 
Policy change when they allowed the 


shares of their STANDARD OIL OF 
New Jersey to be listed. Shortly afterwards they 
underwent a further softening of their hearts by put- 
ing the stock of the STANDARD OIL oF CALIFORNIA on 
the big board. Since then the same action has been 
taken for two other companies with which their names 
are identified. 


Eventually, it is expected that most of the com- 
panies comprising the STANDARD OIL group will find 
a similar domicile for their shares, several of them in 
the immediate future, and, when that is done, the New 
York Curb market will lose its most representative 
securities. The STANDARD Oi or New York and the 
PratRIE Ort & Gas are the two newcomers whose 
application for listing waits only upon the listing com- 
mittee for approval. 


This change of heart on the part of the STANDARD 
Ort interests and the RocKEFELLERS must be accepted 
as a recognition of public interest now that the public 
is the largest owner of the shares of the STANDARD 
Om companies. Once they were controled by a group 
of powerful financiers and in those days the elder 
ROCKEFELLER, whose financial interest was the larg- 
est, was hesitant to list the securities of his companies, 
more in fear of their becoming the football of specu- 
lators than because he was afraid to reveal their un- 
usual earning power. He himself never was a specu- 
lator and personally did not like the tribe. 


Since conditions have radically changed he must 
conform to them. Still, it will not do the STANDARD 
Or companies any harm to come out of their shells 
of secrecy. Their business is so large and the public 
is so much involved in their fortunes it is a good asset 
for them to cultivate the public’s good will by taking 
it into their confidence, which the freedom of the stock 
exchange market and its requirement for publicity 
compels. 











Dividend Outlook for Frisco 


@ Six years ago, the FRISCO was showing an indicated earning power of less 
than 3 per cent for its COMMON; today the JUNIOR STOCK is earning at 
an indicated rate of close to $10 a share; 


@ In six years, the road’s gross has expanded about 54 per cent, and the 
surplus after charges and contingent interest has increased about 84 per 


cent. 


\ 


@ The ROAD is in splendid position, and able to initiate dividends on the 


PREFERRED STOCK. 


P to this year, it has been almost 
! impossible for the road which 
the Street knows as the “Frisco” 

to make good the promise made by its 
reorganizers back in 1916. Competent 
authorities, when the financial readjust- 
ment was completed, and two expensive 
lines were dropped from the physical 
line-up, asserted that the road had po- 
tentialities. They prophesied that, given 
anything like an even break, the road 
would display a large earning power. 

But the war and other irregularities of 
the past few years prevented the road get- 
ting that essential even break. The sta- 
tistics have held forth promise, but the 
actual net results of operations have not 
been particularly impressive. 

However, since 1917, there have been 
two outstanding demonstrations. 


First, revenues have expanded remark- 
ably, there having been a 54 per cent in- 
crease, taking the twelve months ended 
December 31, 1917, and the year ended 
(estimated) December 31, 1923, for com- 
parison. 

Second, charges 
comparatively small 


have shown only a 
increase, in other 








Soathern California 
Edison Company 


Refunding 6° Bonds 
Due 1943 


We have been identified with 
the bond financing of this Com- 
pany and its predecessors for 
more than 21 years. 


Price 981/2 and interest 
To Yield about 643% 


Circular upon request 


Harris, Forbes & Co 


Pine St., Cor. William 
NEW YORK 
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By WARREN LORIMER 


words, about 9 per cent, while the surplus 
above interest requirements has increased 
about 84 per cent, the twelve-month 
periods compared being the same as those 
above. 

And, translating the two foregoing out- 
standing features into terms of net re- 
sults, the earning power of the Frisco 








How Frisco Has Improved 
(000 omitted) 


1923 (est.) 1917 
ee $92,000 $59,676 
Fixed chgs. .......... 10,560 9,423 
ee ieee 4,543 4,435 
Earned 
Ee ‘sckniteniiitieeaatil 67 % 37.97% 
Common ............---. 9.50% 2.09% 




















for 1917 was 37.97 per cent for the senior 
stock and 4.75 per cent for the common. 
This year, basing our estimate on the ac- 
tual results of operations for the first 
eight months and making allowance only 
for the regular seasonal variations or in- 
crease, the preferred should be able to 
demonstrate an earning power of around 
67 per cent and the junior stock of around 
9.50 per cent. 

The preferred stock is a non-cumulative 
one, and the dividend rate is 6 per cent. 
Nothing has been paid on the senior 
shares thus far. But the disbursement of 
the dividend would require only $470,000. 

Judging by the manner in which the 
road has been able to solidify its earning 
capacity, and by the statistical position 
of the road, demonstrated and prospect- 
ive, it is the writer’s belief that consid- 
eration of the payment of dividends on 
the senior shares would be justified. 

In other words, I would list the Frisco 
preferred as one of the attractive divi- 
dend prospects of the near future. 

The Frisco’s career has been a more 
or less interesting one for many reasons. 
At one time the road was a part of the 
old Rock Island System—the system 
which, under the zgis of the Rem-Moore 
coterie, was a striking example of the 

.unwisdom of attempting to apply to a 


rate. 


railroad the same methods as can be ap- 
plied successfully to an industrial proposi- 
tion. 

Frisco was bought from its controlling 
interests when it was not making any 
showing of earning power, and there was 
no real promise of adequate compensa- 
tion for. the annual outlay which was re- 
quired from the Rock Island to carry the 
proposition. Frisco was one of the Rock 
Island’s “white elephants.” It finally was 
severed and was made to stand by itself. 
Just how little was lost by taking the 
Frisco from the Rock Island (lost to the 
Rock Island) was proved when the former 
went into the hands of receivers in 1913. 
There was no alternative. The road itself 
was carrying along the burden of two 
expensive and inadequate lines. And its 
debt structure was faulty. There had 
been neglect of the ordinary needs for 
maintenance, and there had been ineffi- 
ciency in operation. 

The receivership saved the life of the 
Frisco. It resulted in the road being 
brought up to a proper standard physi- 
cally. It made possible the severance of 
the two expensive appendages. It made 
possible a rearrangement of the debt of 
the company on a more sound basis. 


Road in Good Shape 


Frisco, in contrast with its position 
when it became entangled in financial dif- 
ficulties a decade ago, is a superb trans- 
portation machine. Physically, it is in 
the best shape that it has been in for 
many years. The millions that have been 
spent in maintenance—too ‘heavy, in the 
writer’s opinion, if one considers exces- 
sive any amount over that required to keep 
the property in first-class condition ade- 
quately to perform service—are so many 
millions over the dam. So complete has 
been the work that it is almost certain that 
a substantial portion of the past main- 
tenance expenditure will find its way into 
the figures of final net. 


Current earnings are running at a high 
But it is this writer’s belief that 
the net showing is a true measure or proof 
of the inherent earning power of the 
property under favorable conditions. 

The tonnage of the road is very well 
diversified. That sort of traffic makes for 
a desirable stability in business. 

In my comparisons presented to afford 
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an idea as to how the road has improved 
in carning power since its reorganization, 
| selected 1917 as what might have been 
called a year of normal earning power. 
: fact makes the comparison all the 
more striking. If one has confidence that 
vernment and its agenices are going 

‘ake an equitable attitude toward the 
railroads; if one has confidence in the 
re for the rich and prosperous ter- 
served by the Frisco system; if 

e has confidence that the expansion in 
ning power ‘which has been demon- 
ted so far is a fair indication of the 
possibilities of the road; and if 

5 prepared to grasp the full meaning 

he large expenditures for maintenance 
which Frisco has made, and believes that, 
from now on, a portion of the earnings 
‘hich have been going into maintenance 
| find its way into net earnings, then 

t does seem that the investor can look 
with favor upon the securities of Frisco. 


[wo years ago, perhaps a little more 

1 that, I had the privilege of present- 
ing a study of the Frisco in the columns 
{ Tue FrinancraL Worip. At that writ- 

*. the road was showing an indicated 
earning power for its common stock of 
slightly less than $4 a share. I stated at 
the time that such a comparatively small 
per share surplus did not appeal to me as 
suggestive of the approach of the junior 
stock to the dividend class. 


Earnings Strengthened 


Since that time, the common’s earning 
power has strengthened greatly. The in- 
lications are that it will be close to $10 
1 share this year. If that sort of earn- 
ings ‘are likely to be something like a 
standard for the stock, then its intrinsic 
position is strong. But I would not be 
prepared to suggest that dividends are 
near. 

But I am optimistic of the outlook for 
the preferred shares. It would be sound 
iinancial policy for the company early in 
1924 to put the stock on a dividend-paying 
basis. And, were I a director of the com- 
pany, | would consider that the payment 
{ that dividend, in view of the present 
trength of the road, would be a far- 
sighted policy. It seems that it would 
strengthen the position of the mortgage 


1 


aebt,. 

In fact, I would say that the directors 
would be justified in the declaration of a 
dividend for the preferred at any time 
vhen the earning power is indicated at 
round 30 per cent. Therefore, with earn- 
ing power double that rate, expectation of 
dividends easily can be justified. 

\s straight investment propositions, the 
prior liens on this road perhaps are the 
most interesting. They are secured by 
ens on more than 1,500 miles of track, 
ind by second, third and fourth liens on 
‘nother 2,500 miles. Current earnings in- 
dicate a very ample margin of safety for 
the interest on these bonds. 

I am compelled to give the adjustment 
and the income bonds a speculative rating, 
but only semi-speculative. The interest 
payment is contingent upon earnings. 


November 10, 1923 


That fact necessitates withholding them 
from the higher grade investment class, 
although I do not believe that there is a 
particle of reason for doubting the safety 
of the interest payment. 
Guenther’s Independent Appraisal of 
of Listed Stocks rates Frisco preferred 
“B” and the common “C.” 








Are Coppers a Buy? 
(Concluded from page 603) 























conda, Magma, Chile and Cerro de Pasco. 
The latter are already selling at 122 be- 
cause of their valuable conversion privi- 
lege. The Anaconda 7 per cent issue is 
selling around 96 and the Chile 6 per cent 
issue around 98; the Magma 7 per cent 
issue is around 108. The three latter all 
give good current yields and in the event 
of a major upswing in copper metal prices 
all three of these bonds would doubtless 
advance substantially. 


Accompaning this article is a tabulation 
of the more important copper stocks listed 
on the New York Stock Exchange. I 
have prepared this to show that while it 
is true, generally speaking, that the most 
important single ‘influence is the price 
trend of copper.metal, yet in making in- 
dividual comparisons some widely diver- 
gent movements are revealed. It will be 
noted that the low cost producers on a 
dividend basis have made the best showing 
marketwise. Some of the high cost pro- 
ducers’ are selling today at prices lower 
than their lowest of 1921. 

It is probable that the greatest specu- 
lative profit possibilities (figuring on per- 
centage of market advance) would occur 
in those stocks which have had the great- 
est relative decline in the event of a major 
advance in copper metal prices. Of course, 
stocks which have advanced sharply above 
their 1921 lows and retained a substan- 
tial proportion of that advance have done 
so because they can operate at a profit 
with the average copper prices that pre- 
vailed since then. They are doubtless the 
safest ones to buy and would also meas- 
urably respond to any major advance in 
the price of the red metal. 

We come, then, to the conclusion that 
for the man desiring a good factor of 
safety the convertible bonds at current 
prices and yields offer the best oppor- 
tunity. The middle of the road course 
would be to buy into the low cost pro- 
ducers on a dividend basis. Stocks such 
as Cerro De Pasco, Chile and Kennecott, 
giving a current yield of about 10 per 
cent, appear most attractive. To the man 
more speculatively inclined, those issues 
which have had relatively the greatest 
market depreciation, notably Anaconda, 
followed by Inspiration, Greene Cananea, 
Chino and Nevada appear to offer the 
greatest possibilities from the considera- 
tion of market advance under exception- 
ally favorable copper metal price condi- 
tions. 





Brooklyn-Manhattan 
Transit Company 


Underlying Issues 


ARGAINS are available in 

the underlying Mortgage 
Bonds of the old B. R. T. sub- 
sidiaries, which are undisturbed 
or reinstated under the Plan of 
Reorganization now officially 
ratified and approved. Such un- 
derlying bonds rank senior to 
about $93,000,000 new 6% 
Bonds, $24,000,000 6% Pre- 
ferred and 766,500 shares of no 
par Common Stock, and may 
be purchased at prices 


Yielding from 
64% to 10% 


Investment Securities 
2 Wall St., New York 
Telephone Rector 3273-4 




















CERTAINTY 


@ Investment must be 
sure of its returns or it 
is not investment at all. 
@ Therefore, bonds are 
the standard of invest- 
ment, because, if chosen 
wisely, their return is 
fixed, definite and as- 
sured. 


@ Be sure, now, of what 
you buy; or be sorry 
later, when errors are 
beyond remedy. 


C. M. KEYS & CO. 


60 Broadway _New York 

















Bertron, Griscom 


& Co., Inc. 





INVESTMENT 
SECURITIES 





40 Wall Street, New York 
Land Title Bldg., Philadelphia 
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MIT Hanes 
TAP ee Sen 


5.95% Yield 


—is the return on Consumers Power Company First 
Lien and Unifying Mortgage 5% Bonds, due 1952. 
Net earnings over 3 1/3 times annual bond interest 
charges. 


Price 87 and Interest 


Complete circular on request 


The National City Company 


Main Office: National City Bank Bldg., New York 
Uptown Office: 42nd Street and Madison Avenue 
Bonds Short Term Notes Acceptances 
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New I. B. A. Officers - 


©) 
@ 


PRESIDENT 
John W. Prentiss, Hornblower & Weeks, New York 


VICE-PRESIDENTS 
Walter S. Brewster, Russell, Brewster & Co., Chicago 
Philip S. Dalton, Coffin & Burr, Inc., Boston 
J. A. Fraser, Dominion Securities Corporation, Ltd., Toronto 
Arthur Sinclair, Jr., Estabrook & Co., New York 
Eugene E. Thompson, Crane, Parris & Co., Washington 


SECRETARY 


Frederick R. Fenton, Fenton, Davis & Boyle, Chicago 


TREASURER 


John G. Brogden, Strother, Brogden & Co., Baltimore 
- , 


GOVERNORS 
(Terms expiring 1926) 


Robert Stevenson, Jr., Stevenson Bros. & Perry, Chicago 
Richard E. Norton, W. H. Newbold’s Son & Co., Philadelphia 
Robert H. Moulton, R. H. Moulton & Co., Los Angeles 
George A. Colston, Colston, Colston & Co., Baltimore 
C. O. Kalman, Kalman, Gates, White & Co., St. Paul 
C. H. Moore, Union Trust Company, Detroit 
Joel E. Ferris, Ferris & Hardgrove, Spokane 
B. A. Tompkins, Bankers Trust Company, New York 
(Term expiring 1924; to succeed Herman Gifford, resigned) 
Barrett Wendell, Jr., Lee, Higginson & Co., Chicago 


(Term expiring 1924; to succeed John W. Prentiss, nominated for the Presidency) 


Henry R. Hayes, Stone & Webster, Inc., New York 
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SUNREOUAEROREANEBEDEETEOHEDDODEON INSET HONS 


It Is Reported— 


Sector 











THAT—the plan of interesting the 
employees of Armour & Co. to become 
part owners of the business by _be- 
coming stockholders is meeting with 
an excellent reception—if this practice on 
the part of our large corporations con- 
tinues eventually it will turn America into 
a plutocracy not of the few but of 
the multitutde—a country of small capi- 
talists—this would be something novel and 
new in governments—a situation where the 
great industries of the nation would be 
governed by their workers—this develop- 
ment is not to the liking of the soap box 
agitator—the bolshevist may roar at it but 
it is typical of his own propoganda—ex- 
cept that the workers rightfully come into 
their share of the ownership of the agen- 
cies that create the wealth of the country 
without stealing them—for the worker to 
take a proprietory interest in the concerns 
through which he secures his livelihood is 
but natural—they can witness with their 
own eyes the result of their own activities 
and industry—instead of indirectly they 
become directly the real creators of new 
values for themselves. 


* * * 


THAT—Jesse LiverMorE was called 
from his supposed retirement to assume 
the leadership in the market by some of 
the powerful pools for what psychological 
effect his name would have on the public 
mind—it is generally conceded this fair 
haired operator has a big following—men 
usually have when the newspapers take 
them up as subjects to write about—the 
free advertising he has received no stock 
exchange house could buy for hundreds of 
thousands of dollars, though in their mar- 
ket letters they have given their clients 
much better advice—but LivERMORE was 
timely enough to get the newspapers last 
spring to herald his opinion that the mar- 
ket was top heavy—when it was—so his 
published interview that it was again a 
buy for the stable stocks was heralded 
by every newspaper which gives any at- 
tention at all to financial topics—with the 
street leadership consists of any individual 
who can bring orders into the stock ex- 
change houses—now that LiverMorE is 
again right his name and connection with 
any stock movement acts like a magnet. 


* * * 


THAT—American rubber companies were 
actively bidding for crude rubber in Lon- 
don at the close of October so as to drive 
the price up. On the face of it this 
would look like poor business, but there 
is a peculiar situation there. The British 
government regulates the output of rub- 
ber on the Far Eastern plantations it 
controls. If the average price of rub- 
ber had been 30c per pound during the 
last quarter it would have meant an in- 


November 10, 1923 


crease in output during the next three 
months. As October drew to a close it 
became evident that it was a “touch and 
go” question. Then the American con- 
sumers started buying, trying to put the 
price up, and the British producers started 
selling in order to keep the price down. 
It is easy to guess who won. Average 
prices for the third quarter worked out 
the smallest fraction below 30c per pound 
and the restricted output for the fourth 
quarter was insured. This will mean high 
prices for crude rubber for the coming 
months and add a little more trouble for 
the tire companies that are at present op- 
erating on such a small margain of profit. 


* * * 


THAT—there is a distinctly better de- 
mand for copper—it is about time for 
some improvement in the red metal—for 
copper to lag behind when other industries 
report their business good would be a con- 
tradiction of such a condition—keen ob- 
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servers of market conditions have been 
suspicious of this backwardness of copper 
—they have believed it was a disguise to 
permit accumulation of copper shares by 
insiders while prices were so cheap on this 
suspicion I express no opinion—it is hard- 
ly needed—more important is the fact that 
there can be no genuine trade recovery 
without such a basic metal as copper being 
one of the foundation props on which it 
is raised—we might as well build a house 
without a basement and expect it to stand 
as to think we could have good business 
without copper playing an important part 
in it—if this fundamental fact suggests 
anything it is that the good copper stocks 
are an excellent speculation—much better 
than some of the inflated specialties. 


* * * 








THAT—the proposed merger of the 
Propucers & Reriners Corporation and 
the Prarrre Orr & Gas Co. will be fol- 
lowed by other important almagamations 
in the oil industry—this news does not 
surprise me in the least—ever since the 
Spindle Top oil boom was plentiful it has 
been a case when the over supply made it 
impossible for the little fellows to go it 
alone—of the weak appealing to the strong 
to be taken over and saved from financial 
collapse—it is a good development for, 
under the guidance of the financially 
strongér oil companies, the stockholders of 
the weaker concerns can be saved from the 
total loss that would be theirs were they 
left to swim on their own accord—before 
another year passes quite a number of oil 
companies will have completely changed 
their corporate character—let it be said 
that the strong have gobbled up the weak 
but when was life any different—the oil 
business will be much better off when it 
does not have so much company to deal 
with. 
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Investment Bankers Are 
Opposed to Soldier Bonus 


@ After a spirited debate the INVESTMENT BANKERS AsSo- 
CIATION adopted a unanimous resolution in opposition to 
a BONUS in any form to Able-Bodied ex-service men but 
urged provision for the disabled. 


HEREAS, the payment of a 
bonus to an able-bodied ex- 
service man is wrong in prin- 
ciple and it is of the highest importance 
to the safety of the nation that the per- 
formance of military service in time of 


- war shall continue always to rest on the 


firm basis of the high duty of true 
patriotic citizenship and never based on 
mere money compensation; and 

Whereas, it is the belief of the Invest- 
ment Bankers Association of America 
that the country should make a more rapid 
return to that ideal of thrift which before 
the war characterized our people and to 
that end extravagance should be restricted 
and the heavy weight of taxation light- 
ened; and 

Whereas, the payment of a bonus by 
the United States to the able-bodied ex- 


service men would require an increase or 
continuance of burdensome taxation and 
would retard the disposal of our export- 
able surplus and further tend to prevent 
the prompt return of this country to full 
prosperity ; 

Resolved, that the Investment Bankers 
Association of America is opposed to the 
enactment by Congress of any soldiers’ 
bonus or compensation bill to provide a 
cash payment or other distribution in any 
form in the nature of a bonus to able- 
bodied ex-service men who suffered no 
injury or disability by their service. 

Further resolved that it is the sense of 
this association that every provision should 
continue to be made by Congress for the 
benefit and help of all veterans of the late 
World War who suffered injury or dis- 
ability by their service. 











q| Ethics Committee’s Suggestions— 


On Making of Complaints 


Submitted by Roy C. Osgood 


URING the year the committee has 
ID received a number of complaints. 

Some of these have been against 
members of the Association for violation 
of contract or the canons of good prac- 
tice; others have been against non-mem- 
bers. In order to facilitate the work of 
the committee and thus do justice to both 
the complainant and defendant by han- 
dling complaints as quickly as possible, the 
following practice is recommended by the 
committee : 


1. Complaints against non-members. 

That the member state the compiaint to 
this committee in writing, giving the per- 
tinent facts. The committee will then use 
its best endeavors either directly or 
through the Group Business Practice 
Committees to reach a conclusion and 
find a remedy. Of course, the members 
realize that through lack of jurisdiction 
a remedy against a non-member is diffi- 
cult to apply in many cases. 


2. Complaints against members of the 
same group. 

Complaint by a member of a group 
against a member of the same group 
should be stated in writing with all the 
pertinent facts to the chairman of the 
Business Practice Committee of the 
group.” In case of a disagreement by the 
group committee it may appeal to this 
committee for a decision. If either party 


feels aggrieved by the decision of the 
group committee, he may have the decision 
reviewed by this committee. 


3. Complaints against members of a dif- 
ferent group. 

Complaint by a member of one group 
against a member of another group should 
be stated in writing with all the pertinent 
facts to the chairman of the Business 
Practice Committee of the group of which 
the complainant is a member. The chair- 
man of that committee ought then to for- 
ward the complaint to the chairman of 
the Business Practice Committee of the 
group of which the defendant is a mem- 
ber with a request that the latter com- 
mittee report its conclusions. If the two 
group committees are unable to concur, 
then their conclusions may be reported by 
them to this committee for determination. 
In case the complaining member also has 
a membership (or branch house member- 
ship) of the group in which the defend- 
ant is a member, the complaint ought to 
be first reported to the committee of the 
group in whose jurisdiction the cause of 
complaint arises. 


The committee is made up as follows: 
Roy C. Osgood, chairman, William G. 
Baker, Jr., Warren S. Hayden, Harold 
Stanley, Eugent M. Stevens, John E. Old- 
ham, Arthur Sinclair, Jr., and Dean G. 
Witter. 
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« The Effect of a Change of — 


Sentiment and Security Prices 





C Thomas Gibson 


OR several months the security 
} markets have been unsually dull 

and irregular, with the general trend 
of prices downward. During this period 
sentiment in the Wall Street district has 
been decidedly blue, and holders of securi- 
ties have been much more impressed by 
adverse than by favorable developments. 
This state of mind does not appear to 
have been warranted by basic conditions 
or prospects. Constant scrutiny of all the 
factors bearing on general business, pres- 
ent and potential, has failed to reveal 
anything radically wrong. All the ac- 
cepted trade indexes, such as pig iron 
production, freight car loadings, bank 
clearings, ete. show a sharp increase in 
activity during the early months of the 
year followed by a falling off which rep- 
resented comparative and purely seasonal 
deviations rather than depression. In 
fact, the frequently expressed fears of an 
approaching period of depression have at 
no time been supported by underlying con- 
ditions. A period of acute depression has 
never appeared in this country when there 
was a shortage of residence and other 
structures, when general purchasing 
power, measured against prices, was high, 
and when the supply of credit was ample. 
\s all these ingredients of prosperity are 
present now and have been present right 
along, the theory of approaching depres- 
sion has appeared untenable. 


It is also worthy of note that practically 
all of the important financial and industrial 
leaders who have seen fit to express opin- 
ions as to conditions and prospects have 
stated without hesitation that both were 
satisfactory. But these cheerful utter- 
ances have fallen on barren ground. There 
iS a natural but wholly unwarranted tend- 
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MENT from gloom to cheer 
offers an interesting psycho- 
logical study. 


Basic CONDITIONS and 
PROSPECTS have not 
changed, but sentiment has 
taken a direct reversal. 


Mr. GIBSON gives his views 
on the present situation and 
its probable future effects. 
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ency on the part of many people to look 
with suspicion on the expressions and pre- 
dictions of important men and to impute 
ulterior motives to such outgivings. But 
those who have closely followed the rec- 
ords of past performances know that these 
men seldom indulge in emphatic predic- 
tions which are not soundly based. They 
cannot afford to be branded as false proph- 
ets and unless they are reasonably sure 
of their premises they maintain a dignified 
silence. It need not be assumed that their 
motives are purely altruistic—they have 
much to gain through restoration of con- 
fidence and the dissipation of unwarranted 
apprehension. 


The abruptness of the change in senti- 
ment from deep blue to roseate which took 
place last week furnishes an interesting 
study in psychology. There was no evi- 
dence of any material change in the out- 
look, political, commercial, or financial. 
The report of the United States Steel Cor- 
poration was better than expected, but the 
reports of other large corporations were 
not inspiring. No doubt the distribution 
of a small extra dividend by the big corpo- 
ration was more convincing to the rank 
and file than any amount of cheerful talk 
or statistics would have been. The reac- 
tion to this tangible evidence of confidence 
in the future as reflected in the security 
markets was immediate and decided. And, 
the effects of an active and rising market 
are cumulative. Each day of progress 
convinces the rank and file that a change 
has come. and also attracts others in in- 
creasing numbers. It is not going too far 
to say that the action of the market itself 
was, more than any other factor—more 
than all factors combined—responsible for 
the recent period of uncertainty and 
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doubt in this district. A great many peo- 
ple cling to the opinion that the stock mar- 
ket is a true barometer of coming events. 


Those who are not acquainted with the 
action of the security markets over long 
periods of time may be interested in learn- 
ing that in practically all cases the major 
upward swings of security prices have 
been immediately preceded by more or 
less prolonged periods of dull sagging 
markets. This was true for almost a year 
prior to the great rise of 1900-1901; for 
almost a year prior to the great advance 
of 1904-05, and for about five months prior 
to the major advance of 1908-09. This 
statement is not to be construed as a 
prophecy or as being strictly applicable to 
the present situation, but the fact remains 
that such periods of stagnation and grad- 
ual decline as we have recently experi- 
enced have almost invariably been the pre- 
decessors of full recovery. 


From the fundamental point of view, 
it would be a mistake to assume that the 
excellent showing made by the United 
States Steel Corporation for the third 
quarter is representative, or that this rec- 
ord and the extra distribution of cash 
heralds an approaching boom. The United 
States Steel Corporation is in an unusu- 
ally strong position. The company can 
manufacture steel on a lower cost basis 
than its competitors, and its huge work- 
ing capital gives it a further advantage. 
Another important difference between this 
company and the average industrial con- 
cern is that during recent years the total 
capitalization has been reduced almost 
$100,000,000 in a period when rapid in- 
creases in capitalization were the rule 
rather than the exception. Any investor 
or business man will appreciate the dif- 
ference between reducing capitalization 
and increasing it, particularly as regards 
the effect on the status of common stocks. 
There is no blinking the fact that because 
of high costs, increased capitalization, and 
keen competition, the margin of profit in 
many lines of industry is unsatisfactory. 
In this regard, however, the situation is 
not, and has not been, so black as it has 
recently been painted by some of the ex- 
ponents -of depression. The trouble with 
most of the views entertained by casual 
observers of financial and business affairs 
is that they usually assume either one ex- 
treme or the other—all good or all bad. 


There is no gainsaying the fact that 
sentiment and psychology play a power- 
ful part in both general business and the 
security markets. Since the great war we 
have been confronted by many new prob- 
lems and this has made for uncertainty. 
Uncertainty is a prolific breeder of fear, 
and fear has a paralyzing effect on busi- 
ness. As Rufus said “when the truth 
cannot be clearly discerned, what is false 
is increased through fear.” In the present 
case apprehension has not been productive 
of much harm, as it has not extended to 
the masses or to the great majority of 
business men. It has found its most pro- 
nounced reflection in the security markets 
and sentiment in this quarter can change 
very quickly—almost over night. 
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selling scheme. On the letterheads of the 
bank, and using the latter as his address, 
he sent out communications over his sig- 
nature saying that he had been the cashier 
of this old reliable bank for fifteen years, 
that he was a conservative business man 
and banker, and was slow to advise any- 
one to invest unless he felt that their 
investment would turn out profitably. He 
unfolded an absolutely safe plan for mak- 
ing some quick money for investors at a 
profit of 10 for 1 in 60 days, “oil or no 
oil,” with much larger profits to follow, 
by participating in a game to sell worth- 
less stock to the other fellow. Each of 
the 100,000 addressees to whom he wrote 
was led to believe that he had been spe- 
cially selected by reason of his standing 
in his community to be permitted to come 
in on the ground floor of this pre-organ- 
ization plan and thus share in the big 
organization profits to be derived from 
the sale of stock belonging to the ground 
floor syndicate. He was told that he was 
not “buying stock” but was helping to 
organize his own company which was 
going to “sell stock” to the other fellow. 
At one time Yett, sent a fake telegram 
yy special delivery mail to 90,000 persons 
throughout the country containing a 
hurry-up call designed to secure from the 
addressee at least $25. Around $125,000 
was taken in during the three weeks in 
which the scheme was operated before it 
was stopped by fraud order proceedings. 
Associated with Yett was one Porter E. 
Glenn, a professional oil promoter. Both 
were indicted. 


Two professional promoters named 
Schwarz and Sherwin met an old man 
named Robert A. Lee, who was without 
a job and needed money. Being struck 
with the similarity of the name of this 
man to that of the famous Confederate 
general, they conceived the idea of pro- 
moting some oil scheme under his name. 
They made him a “general,” paid him a 
little money and thereafter operated un- 
der such titles as General Robert A. Lee, 
and the General Lee Development Inter- 
ests, in the sale of worthless oil stocks. 
A fraud order put this scheme out of busi- 
ness and Messrs. Schwarz and Sherwin 
were each sentenced to prison for ten 


years and fined $15,000. 


Just recently there have sprung up many 
stockholders’ protective associations who 
for small fees claim they will look after 
the interests of, stockholders in companies 
wherein the promoters have been pro- 
ceeded against by the Government but 
who fail to render any valuable service. 


It is believed that the campaign against 
the Fort Worth promoters will result in 
a saving to the public of a million dollars 
yearly. Many fake publications discon- 
tinued, tons of fraudulent literature were 
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destroyed, and numerous promoting offices 
closed. One concern dropped 150 stenog- 
raphers in a single day. 


I feel that I should warn of a scheme 
which takes the prize when it comes to 
requiring technique, cleverness and _ ines- 
timable ability of judging human nature. 


It is the bunco game operated by confi- 
dence men. In their language they say 
that “the bigger they come, the easier they 
fall.” Even bankers have fallen for it, 
one I have in mind having parted with 
$60,000 which he was required to exhibit 
at a fake “exchange” in order to collect 
a fake bet of $160,000 which he thought 
he had won on a fake horse race. It is 
too long a story to recite, but some of the 
things that are involved in the playing of 
it are in part as follows: The casual meet- 
ing of the victim on the train to some 
fashionable resort and the suggestion of 
a particular hotel at which to stop; a 
confederate as hotel clerk; motor rides 
and additional meetings of more confed- 
erates who are employees of big men and 
following the races with sure tips to win 
money for them and who are reluctant 
to pass the tips on to their friends but 
may be persuaded; a tip to an “exchange” 
elaborately equipped as a brokerage office 
with full settings including a corps of 
employees and with a complete set of rac- 
ing paraphernalia, all faked; a trip home 
by the victim to raise the necessary cash; 
a local bank with an official who doesn’t 
ask questions about the depositing of large 
drafts and immediate withdrawals in cash 
by strangers; the re-visit to the exchange 
with the cash; the betting by mistake by 
one of the confederates of the victim’s 
money while in the hands of the “man- 
ager” for verification of count as well as 
that alleged to have been previously won 
by him but not yet paid; the finish of the 
fake race just a second before the mistake 
is discovered; the ensuing fight between 
confederates for the benefit of the victim, 
general disorder, riot, cry of police, and 
advice to the victim to immediately leave 
town and that his “friends” will make the 
loss good and meet him later in another 
city; last but not least a little local police 
protection. 

The mails are used in furtherance of 
this scheme, and since the post office de- 
partment launched its campaign against 
these confidence men, due to the cleverest 
kind of work on the part of a post office 
inspector, 28 have been arrested, and, in 
preference to going to trial when called on 
the charge of fraudulent use of the mails, 
some of “them have forfeited bonds 
amounting to $90,000. 


It is reported that at one resort in 
Florida a gang, within a period of three 
months, cleaned up $1,000,000. 
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SUBSCRIBED %359,3238,900 
c— PAID UP $71,864,780 





RESERVE FUND %50,000,000 
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see Guenther’s Independent Appraisal 
of Listed Stocks. 








Guaranteed 
Railroad Stocks 


Best quotations and actual markets 
at all times. 


Special list of offerings upon request. 


MINTON & WOLFF 


30 Broad Street New York 
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Even in 

Public Utilities— 
there are certain issues which are espe- 
cially attractive. Some companies enjoy 


exceptional location or other advantages 
which are reflected in their earnings. 


For many years A. H. Bickmore & Co. has spe- 
cialized in these high-grade public utility securi- 
ties—the issues of prosperous electric light and 
power companies. 


We offer an attractive selection of these 
desirable securities. Ask for copy of 


“BOND TOPICS” 
giving further particulars. 


Kindly address Dept. 1 


ickmore[p 
lil BROADWAY, NY. 




















Electric Light 
and Power 


SECURITIES 


We specialize in the underwriting and dis- 
tribution of high grade Electric Light and 
Power Securities which are the obligations 
of well managed companies. 


We invite communications from invest- 
ment bankers desiring representation in 
Chicago and the Middle West. 


R.E.Wirsey & Company 


SEcuRITIES S 






ANVESTMENT © 





INCORPORATED 


76 West Monroe Street, Chicago, Illinois 








How a Single 
Industry 
Spreads 
Prosperity 


A most significant fact about an indus- © 
try is the large number of people who 
benefit from it. 


Take the cement industry, as an ex- 
ample: 


The mills used 9,000,000 tons of coal 
last year. This meant 9,000 coal miners 












people 
of a town of over 50,000. 
That is, of course, saying nothing of the 
business created for coal operators and 
transportation lines. 


Sacks are not so large an item in the 
cement industry as coal, yet 50,000,000 
new sacks, representing 50,000 bales of 
pray ir apna 4, nang =m 
placements alone. Back of this were cotton 
planters, plantation workers, mill owners, 
mill operatives and so on— al- 
together. 
And consider these other requirements 
of the industry last year: 


3,700,000 barrels of fuel oil 
| 3,400,000,000 cubic feet of gas 
15,000,000 pounds of 
















32,000,000 of greases and oils 
1,700,000 li feet of 
4,500,000 firebrick for relining kilns 
7,000,000 pounds of paper for bags 
600,000 tons of gypsum 
In addition the industry bought quan- 
tities of heavy grinding and burning ma- 
chinery, locomotives, cars, rails, electrical 
and other necessary equipment. 
In ‘this way a single industry spreads 
prosperity to many others. 
















PORTLAND CEMENT ASSOCIATION 
111 West Washington Street 
CHICAGO 


of National Organization to Improve and 
Extend the Uses of Concrete 
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Electric Railways 
Have “Come Back” 


According to J. W. Welch 


Executive Secretary, Electric Railways A ssociation 


lerewith is an abstract of the address of Mr. Welch at the Investment Bankers 
Convention 


vance tip, and it is rumored that 
investment bankers are not above 
this excusable trait of human nature. The 

» is this: The electric railways have 

vie back. As you may be from Mis- 
souri, if not somewhat hard-boiled on this 
roposition, I will ask you to bear with 
me through some statistics. The United 
States Bureau of Census is just complet- 
ng its regular five-year census of the 
electric railway industry. The figures for 
1922 are being released from day to day 
in the public press. So far the complete 
financial returns for the country are not 
available but the traffic figures are. In 
1922 out of more than 15,000,000,000 pas- 
sengers, including transfer riders, 12,500,- 
000,000 pay passengers were carried by the 
electric railway companies in the United 
States an increase of one and one-quarter 
billions, or 12 per cent, of the previous 
census in 1917, 

This is an increase of approximately 
2.5 per cent per year, while population has 
increased less than 1 per cent. Putting 
this on a unit basis to get what is known 
as the “riding habit” we find there were 
117 revenue passengers carried per in- 
habitant the country over in 1922 as com- 
pared with 109 in 1917 and 100 in 1912. 
These figures of the Government just 
issued are significant in view of the great 
amount of loose talk about electric rail- 
way business. They definitely put aside 
the fear that taking the country as a 
whole, competition from the motor vehicle, 
either in the form of the common car- 
rier bus and jitney, or the private auto- 
mobile, is at the expense of the electric 
railways. 


FF vance i, likes to have an ad- 


Revenues Increase 

Operating revenues of electric railway 
companies according to. association esti- 
mates have increased 47 per cent over 
1917 and now are close to a billion dollars 
annually. The operating ratio which rose 
from 65 per cent in 1917 to 80 per cent 
in 1920 for a group of 225 companies, fell 
to 73 per cent in 1922. The net income 
is approximately 2.5 times the 1917 fig- 
ure. These figures speak for themselves 
and to the banker are of particular in- 
terest. 

One reason for this was that the coun- 
try was approaching the “saturation 
point” with respect to electric railways. 
Practically every community that offered 
the slightest possibility of successful op- 
eration had an electric railway system. 
And many that did not offer any possi- 
bility nevertheless had them anyway, 
financed usually by real estate speculat- 
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ors who expected to get their money back 
through increased land values rather than 
from the successful operation of the rail- 
way, though as to this they were not with- 
out hope. 


Another reason for the decline in con- 
struction was the rise in prices of all ma- 
terials with the opening of the world war. 

In 1921 there was expended $150,000,000 
for improvements and betterments and 
for the current year it is estimated $250,- 
000,000 in new capital is needed. 


All of the above facts establish the elec- 
tric railway as a necessary business with 
increasing traffic, increasing revenues and 
increasing facilities. 

New Capital 

Now the state of credit of an industry 
may be measured by the ease or reluctance 
with which new money flows into the busi- 
ness. Obstructions frequently interfere 
with the volume and rapidity of this 
stream. Some such obstacles persist in 
retarding the renewal of confidence in the 
industry today. There is the fear of un- 
restricted competition. Those who fear 
that the motor bus will promptly and com- 
pletely replace the electric railway might 
do well to consider first the economics 
and legal principles involved, allowing 
such psychological aspects as the “rubber 
urge” for a little later consideration. 


It has been definitely proven wherever 
a complete transportation system serving 
a whole community has been tried by 
motor bus that the cost is greater than 
by electric railway, except in instances 
where the service is infrequent and the 
traffic light. The cost of operation of 
the motor bus per seat furnished is inva- 
riably found to be higher than that of the 
electric car, while the investment charge 
of the latter, including track and over- 
head equipment, is higher than the motor 
bus. 

It may be of interest to quote experience 
abroad, particularly in England where 
the motor bus had has a much longer 
use than in this country. A report just 
issued by the Tramways Committee of the 
City of Manchester for a development of 
the transportation system of that city 
recommends the following: 

To develop, to the fullest extent, the 
tramways system of the city and sur- 
rounding districts. 

To utilize, as far as practicable, the 
motor bus as a “feeder” to such tram- 
ways. 

The motor bus cannot be considered 
either as a practical or financial substi- 
tute for the tramcar for the passenger 











Your 
Maximum Estate 


OU can safely and definite- 

ly increase your esiate 
from 100% to 300% by creat- 
ing a “Life Insurance Trust” 
under our new plan. 


It is not complicated and we be- 
lieve it will produce the maximum 
estate that can be hoped for. 


Your present investments need 
not be disturbed—no further outlay 
of principal is required—and the 
plan has attractive advantages in 
connection with your Income Tax 
obligations and relief from Probate 
Court proceedings. 


Our new booklet on this sub- 
ject should interest you. Write 
for it today 


BROOKLYN 
TRUST COMPANY 


Main Office 
177 Montague St., Brooklyn 


Bedford Office Bay Ridge Office 
1205 Fulton St. 7428 Fifth Ave. 
at Bedford Ave. at 75th St. 
Manhattan Office 
90 Broadway, at Wall Street 
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Investment Service 


SIDNEY SPITZER UR New York office is connected by 


direct wires with financial centers of 
& COMP ANY the country—Philadelphia, Boston, Balti- 
| more, Chicago, Pittsburgh and Buffalo. We 
| offer investors the advantage of our facilities 
should they desire to secure quotations or ex- 
| ecute orders in any of these markets, and we 
are pleased at all times to assist individuals, 
institutions and estates in selecting securities 
MUNICIPAL BONDS | adapted to their particular needs. We deal 
in and quote United States Government 
| Bonds, Foreign Government Bonds, the 
bonds of Municipalities and States as well 
as those of Railroads, and Industrial and Pub- 
lic Utility Companies. 
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ICA | 
NEW YORK CHICAGO | 59 Wall Street, New York 
TOLEDO COLUMBUS _ 4th & Chestnut Sts. 60 State St. 
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A Steadily Growing Business | 
Serving a Million and a Half Population 


Central Indiana Power Co. 


One of the many successfully operated Subsidiaries of the 


American Public Utilities Co. 


. Supplies electric current for light and power to 116 cities and towns 
in the busiest section of Indiana, including Indianapolis. 

Generating capacity of plants—68,000 horsepower. 

Coal reserves—12,250,000 tons. 


Central station with 54,000 horsepower capacity now nearing completion. 


— 


ft W Wd 


We specialize in securities of the American 
Public Utilities Company and shall be pleased to 
send investors our latest report on this company. 


H. F. McConnell & Co. 


MEMBERS NEW YORK STOCK EXCHANGE 


65 Broadway New York 
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(Continued from page 619) 
transportation of the city and districts 
nor for the central area only. 

In conclusion it might be mentioned 
hat the committee are prepared to adopt 
any means at once economical, expedi- 
ious, comfortable, and safe, whatever 

may be, for the passenger transpor- 
ition of the city; their adherence to 

e tramway for the public conveyance 
- industrial communities arises not be- 

cause it is a tramway, but from an as- 

ired knowledge that at the present time 
other instrument is available that 
can supersede it on its essential merits. 

\nother fear that at times impairs the 
credit of the industry is the threat of polit- 
ical oppression. Probably the most effec- 
tive weapon against this antagonist is the 
up of good public relations. 
Telling the industry’s story to the public, 
however, has become a national watchword, 
beginning with the hearings before the 
Federal Electric Railways Commission in 
1919 when representatives of the industry, 
bankers, of labor, of the government and 
the public together reviewed its problems 
and recommended measures for relief. 
Th's is not a spasmodic campaign but is 
a continuing activity in keeping the public 
advised of its responsibility in maintain- 
ing its transportation service. So much 
glamour has been thrown over the phe- 
nomenal growth of the motor vehicle in- 
dustry that in some places the electric 
railway has suffered in comparison, even 
to the extent of gaining the reputation as 
a “back number.” It may not be generally 
appreciated how many real progressive 
electric railway companies are selling their 
services to a pleased and enthusiastic pub- 
lic throughout the country. Over 300 
electric railway companies are now en- 
gaged in advertising work under the di- 
rection of the Advertising Section of the 
Association, and this work is co-ordinated 
through some 25 State Committees on Pub- 
lic Utility Information covering about 35 of 
the most densely populated states. Some 
evidence in this direction, although only 
an indication of what is generally taking 
piace, was shown in the presentations of 
some 17 electric railway companies located 
all over the United States as contestants 
for the medal and prize, established under 
the Charles A. Coffin Foundation for out- 
standing accomplishments in increasing the 
advantages of electric transportation for 
the convenience and well being of the pub- 
lic and for the benefit of the industry. 

Safety campaigns developing into con- 
tinuing programs of 


building 


organized safety 
methods are resulting in a material reduc- 
ion in the cost of accidents, which for 
industry have fallen from 3.24% of 
gross receipts in 1917 to 2.68% in 1922. 
The use of automatic and remotely con- 
lled sub-station equipment as a factor 
the reducing power costs has received 
le application. This together with the 
ise of power saving devices and a more 
intelligent use of electricity are resulting 
in a material reduction in the total cost 
Oo! power. 
In the investment bankers 
have an opportunity to get behind the elec- 
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conclusion 


tric railway industry; to help in the cam- 
paign of the Committee of One Hundred 
to improve public relations and increase 
good will; and last but not least to profit 
by the improved earnings which will un- 
doubtedly follow. 








Shipping 
(Concluded from page 601) 
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ernment, for reasons previously discussed. 

After the failure of the subsidy, bids 
on vessels were solicited with the under- 
standing that if all vessels were sold at 
a favorable price, the Government would 
not enter into competition and would guar- 
antee the purchaser against sale of vessels 
at less than the market price. If no favor- 
able bids were received, the Government 
was to resume active operation. 


The committee believes that as the 
United States must take its position as a 
maritime nation, adequate ways and means 
must be found to finance conservatively 
the shipping business. We believe that our 
maritime situation is so closely involved 
with national safety that the Government 
can well afford in some degree to help 
sustain either directly or indirectly those 
shipping lines which conform to certain 
standards, and this will attract conserva- 
tive financing which all of us most ardent- 
ly hope for. 


Your committee realizes fully the diffi- 
culties confronting an effort to carry out 
any recommendations it may make but 
wishes to submit the following sugges- 
tions : 

First: A definite statement of policy 
should be made by the Shipping Board to 
the effect (a) that it will remove Gov- 
ernment competition on any essential trade 
route which will be taken over by private 
interests; (b) that it will not sell any 
ships at less than the world market price 
for similar tonnage unless the ships are 
dismantled or operated on a specified route 
not adequately served by American ves- 
sels; (c) that transfer of flags will be 
approved except in time of national emer- 
gency, and except as to type of vessel that 
may be essential to national defense, or 
where the vessel concerned was sold by 
the Board At a concession in price for 
operation on a given route, or where the 
vessel is of exceptional type. 

Second: We should modify the La 
Follette Seaman Act and other legislation 
which is causing burdensome operating 
costs and making it difficult for American 
ships, to compete with foreign vessels in 
overseas trade. 

Third: 
navigation 


The complete codification of 
statutes and laws 
American shipping. 

In view of the situation as outlined in 
the foregoing the committee believes that 
the Government should retire from the 
shipping business as soon as possible with- 
out interfering with existing needs of 
trade. 


relative to 


WHAT STOCKS 
TO BUY? 


Some stocks, 


selling at tow levels, and on 
which pessimism is rampant, are a buy 
RIGHT NOW. Others in a similar position 


are headed for lower prices—in some cases 
for probable reorganization. 


WHAT TO BUY 


and 
WHAT TO AVOID? 


Can you separate the ‘“‘sheep from the goats’’? 
A right decision is of vital importance to 
you. 

We have just prepared an analysis of the 
existing stock market conditions, pointing 
out certain individual issues that seem to us 
to be on a sound basis—others that should 
be avoided. A few copies are available for 
FREE distribution. 


Simply ask for Bulletin FW-10 


AMERICAN INSTITUTE of FINANCE 


141 Milk Street Boston, Mass. 











Odd Lots 


By purchasing 10 shares of stock of 
the leading companies in ten diversi- 
fied industries, greater margin of safe- 
ty is obtained than by purchasing 100 
shares of any one issue. 

Adverse conditions may arise in which 
any industry might be affected, but it 
is unlikely that the ten industries 
would be affected simultaneously. 


Many advantages of trading in Odd 
Lots are explained in an interesting 
booklet, 


Ask for F.W. 512 


100 Share Lots 
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etn Distribution 
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Geand Raside eaeaeate Complete in One Organization 











UR extensive facilities 


P U R H AS E enable us to purchase 


and distribute entire bond 
issues of Municipalities, 


Public Utilities and Indus- 
DISTRIBUTE trial Corporations. We are 


always ready to assist in 
Entire Issues of Government, sound and conservative 


Municipal, Corporation and financing of any type. 


Public Utility Company Bonds 
AC.ALLYN*4» COMPANY 


Established 1912 


and 
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Investment Securities 
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THE NORTH AMERICAN COMPANY _ 


subsidiaries furnish 


ELECTRIC LIGHT AND POWER 


in 


CLEVELAND, MILWAUKEE, ST. LOUIS 


and other cities 








ELECTRIC OUTPUT 2,028,179,097 KILOWATT HOURS 
(12 months ended September 30, 1923) 
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The Trend of Things 


(Concluded from page 591) 














f the losses he has sustained in the past, 
and he has good prospect of a reasonable 
return for his labors. 

Railroads like ATLANTIC Coast LINE. 
\poARD Ark Line and others serving 

e Southern States should be beneficiaries 

{ the new prosperity that is coming to 

South. Those roads do not make 
- profit from the hauling of cotton 
ight. Their real net earnings come 
from the prosperity of the people gen- 
erally. 

ile developments in the cotton indus- 
ry, and the week’s successful flotation 

f the bonds of the AMERICAN TELEPHONE 
\vp TELEGRAPH Company are what we 
regard as real reasons for optimism, 


* * * 


AILROAD earnings for September 
were universally favorable, as was 
predicted in this department, The course 
’ earnings for the carriers generally is 
bearing out our expectations as we have 
expressed them from time to time since 
first of the year. 
lhe price level for railroad securities, 
wever, must be disappointing to present 
holders as it is to us. It must be said, 
n the other hand, that prices have held 
rather well in view of what has hap- 
pened in other groups. 
We believe that net earnings should 
continue to show up well. In fact, there 
a decided likelihood that they will show 
up better for a short time because some 
' the excess maintenance which was cut- 
tung down net in August and September 
vill be showing up in the net results ap- 
icable to stocks. 
\We believe that railroad securities are 
ming into their own before long. We 
» not apprehensive about what either 
labor or the radicals in Congress are going 
be able to accomplish. On the con- 
iry we feel that railroad men and rail- 
id security owners can look to the 
uture with confidence. 

Thus far, low-priced railroad bonds 
ve not come up to expectations. But 
that form of security is influenced by 
tock market conditions rather than by 
he controls which affect the higher grade 
nds. So it may be expected that the 
ver grade bonds, bought at around cur- 
ent price levels, will give a very satis- 
tory account of themselves later on. 

* * * 


T is not an easy matter to estimate 

what may happen over in Europe in 
€ present contretemps. The attitude of 
France continues to be more or less dis- 

uraging. But, as we already have re- 
marked, the worst has happened and there 
> hope. 

Whatever may be the correct judgment 
as to the European situation it is well to 
hark back to the assertion of the head of 
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the Steel Corporation which we published 
last week. 


If we will keep our minds on our jobs, 
and will only have confidence, and will 
refrain from telling ourselves ghost 
stories, all will be well at home. 


We have not moved out of the pros- 
perity era which CuHartes E. MITCHELL, 
head of the Nationat City BANK, last 
September declared we were in. His 
statement appeared in the columns of this 
magazine. You will recall that he stated 
that what was most needed was confi- 
dence, to make the prosperity a lasting 
thing. 

ns 6 


ONSUMPTION appears to have 

caught up with production, and that 
really is a constructive factor upon which 
to build confidence. The slowing up in 
activity was a good thing. It served to 
correct a situation that had in it the ele- 
ments of danger. 

Take the building situation as an ex- 
ample. The labor difficulties served to 
cause a suspension of activities to a large 
extent. That, in turn, served to increase 
the actual building shortage. The result 
is, it probably will require a long period 
of lasting employment for all kinds of 
labor in order to make up the shortage. 

The only industries in which there still 
remains a necessity for adjustment of con- 
sumption and supply are the tire, motor 
and oil industries. In each of these com- 
petition is going to be keen, for there is 
greater capacity than is required. But 
competition should be a good thing. It 
will weed out the companies which have 
no real place in their respective industries. 

The country has financed the peak of 
the crop movement and there has been 
no sign of strain upon resources, That is 
an encouraging factor, for the state of 
credit can make or mar prosperity. 

The money situation is entirely satis- 
factory. 

Commodity prices, and wages, are show- 
ing evidence of attainment of stability, 
with a moderate rising tendency in the 
case of the former. 

Considered broadly, therefore, the se- 
curity markets should afford many excel- 
lent opportunities for investment. We 
believe that broad considerations justify a 
constructive policy on the part of invest- 
ors, not forgetting the continued necessity 
for tempering confidence with discrimina- 
tion. 

We look with favor upon the rails, some 
steels, the coppers, electrical manufactur- 
ing stocks, some sugars, and public utili- 
ties. 
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Before buying or selling a security 
see Guenther’s Independent Appraisal 
of Listed Stocks. 


“Merging 
New York Central 


Subsidiaries” 


Outlining the method 
employed by _ this 
great Railroad System 
in combining its var- 
ious important 
branches. 


Copy F on request 
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Members New York Stock Exchange 
61 Broadway New York 
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Singer Manufacturing 
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We specialize 
in seasoned bonds selling 
temporarily out of line. 
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2nd ANNUAL 


MEDITERRANEAN CRUISE 
FEB, 23—S.S. “ADRIATIC”—24,541 Tons 

Expert leadership; best hotels, pri- 
vate automobiles; 76 days, visiting 
Madeira, Spain, Algiers, Monte Carlo, 
Athens, 18 days in Egypt and Palestine, 
two weeks by motor through Italy, 
four weeks in Europe, Switzerland, 
Paris, etc. Stop-over in Europe with 
later return. 

Tours and Cruises Everywhere 


PIERCE TOURIST CO. 
1472 Broadway New York 











AMERICAN POWER & LIGHT CO. 
71 Broadway, New York 
COMMON STOCK DIVIDEND NO. 44 
A quarterly cash dividend of 2%% and a 
dividend of 2% payable in common stock 
have been declared on the Common Stock of 
the American Power & Light Company, for 
payment December 1, 1923, to Common Stock- 
holders of Record at the close of business 
November 20, 1923. 
A. C. RAY, Treasurer. 
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of stock market valuations of the securities you, as an investor, are 


holding. 


It has always been our contention that statistics analyzed by competent 
authorities are the safest guide for purchasers of securities to follow in 
determining what action they should take in their market operations. 


This theory has been substantially confirmed by recent developments 


November Appraisals Now Ready 


FORECAST vs. HISTORY 


Gere events cast their shadows before. This, in particular, is true 


marketwise in all different groups of securities. 


Stock 


American Smelting 
Pere Marquette 


Pacific Oil 

Int. Merc. Marine ° 
New York Central 
Philadelphia Co. 
Continental Can 


Norfolk & Western 
Indiahoma Refining 
Punta Alegre 


Columbia Grapho- 
phone 


True, these events are now history, carrying headlines in 
Subscribers to Guenther’s Independent Ap- 
praisal of Listed Stocks, however, had the advantage of expert 
opinion on these stocks many months in advance. 
opinion, so many times confirmed, worth in dollars and cents 
Surely, more than the subscription price to the Ap- 


the daily press! 


to your 
praisal. 


THE FINANCIAL WORLD 


Publishers of Guenther’s Independent Appraisal of Listed Stocks 
Edited and Opinions Rendered by Louis Guenther, Editor THe FINANcIAL WorLp 


Forecast 
What the Appraisal Said and When 


Soon on dividend basis.—Feb. 1, ’23. 


Dividend on common likely.—Dec. 1, 
"22. 


Possibility of reduction in dividend.— 
Mar. 1, ’23. 


May pass preferred dividends.—Dec. 
i, ‘22. 


Dividend increase probable.—Dec. 1, 
"22. 


Possibility of dividend increase.—Mar. 
2h, 28. | 
May resume dividends Dec. 1, ’23. 


Will Pay Extra.—Oct. 1, ’23. 
Outlook Uncertain.—Apr. 1, ’23. 
Will soon begin dividends.—Apr. 1, ’23. 


Future Uncertain.—Aug. 1, ’23. 
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What Has Happened | 


Put on $5 basis. 
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Reduced to $2. 
Passed dividend. 
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Krech Offers Advice 


(Continued from page 595) 














tent of 61 per cent or more will be able 
to duplicate this great achievement 
within the lifetime of any one of us. 


I do not propose to discuss here the 
question of the gold standard, nor the 
relation of creditor and debtor to the 
processes of inflation and deflation. I 
take it for granted, and I believe that all 
sound thinkers are convinced that no 
nation can get its feet on a firm founda- 
tion unless that foundation rests upon a 
sound gold basis; and while I have no 
doubt that eventually all of Europe will 
again enjoy circulating currencies on a 
parity with gold, that goal can only be 
reached through the weary process of 
cruelest deflation or through partial or 
complete repudiation. When the repa- 
ration muddle is once for all (if ever) 
satisfactorily adjusted, you will doubt- 
less be called upon to share the burden 
or opportunity of further constructive 
European loans—but one thing seems 
certain: If huge standing armies and 
the enginery of warfare is to be sup- 
ported by the proceeds of such loans, 
our purses will be resolutely closed. 


The two decades immediately follow- 
ing the close of the Civil War were 
_ marked by continuous deflation and con- 
traction, and a corresponding increase 
in the purchasing value of the dollar. 
On the other hand, it was a period of 
tremendous expansion of business, espe- 
cially in the Northern and Midwest- 
ern states. Great railroad systems were 
built, opening up vast areas of agricul- 
tural, mineral and timber lands. 


European Credit 


Our financial record gave us excellent 
credit among European investors, and 
there was a steady flow of money cap- 
ital to our shores, but the participation 
of American investment houses in plac- 
ing the securities that supported the 
phenomenal expansion of business activi- 
ity of this period was comparatively 
‘small, having been to a large extent 
monopolized by English, Dutch, French 
and German banking houses. To be 
sure there were notable exceptions, but 
! think I am right in saying that the real 
substantial beginnings of full-fledged 
American financing by American invest- 
ment bankers were not made until the 
early 80s, and from that time to 1890 
the development of the investment busi- 
ness was rapid, and grew by leaps and 
bounds. 

But perhaps because these operations 
were not always quite successful a re- 
sort was gradually had to syndicate par- 
ticipation, by which the original pur- 
chasing commitment was distributed 
among a number of houses and institu- 
tions. Every large issuing house car- 
ried a list of desirable syndicate partici- 
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pants—I should say anywhere from one 
hundred to five hundred. Quite a num- 
ber were considered desirable solely, or 
more or less, from the viewpoint of ex- 
pediency. Even under this system there 
were times of business disturbance or 
panic, which made these participations 
anything but a joyride, and they fre- 
quently came home to roost in a most 
embarrassing manner. 


Then came a period so fresh in the 
memory and experience of all of us that 
I need only refer to it in passing—how 
these syndicate participations gradually 
took the form of allotment on the basis 
of capacity to distribute; how the great 
World War has for a second time re- 
cruited the ranks of habitual investors 
by the millions—democratizing the so- 
called investment class and multiplying 
the number of professional dealers, until 
today one is not at all astonished to hear 
that some important public issue is un- 
derwritten, not by a few favored asso- 
ciates but by hundreds of distributing 
houses—in some cases well over a thou- 
sand—each in turn with a personal clien- 
tele of hundreds and thousands of cus- 
tomers; so that every large issue is 
simultaneously offered in every nook 
and cranny of our country, in very much 
the same manner as was devised by Jay 
Cooke in the early 60s of the last cen- 
tury. 


Investment Funds 


So long as any substantial number of 
citizens of the United States produce 
more than they consume, and will seek 
to invest the proceeds of that surplus 
production safely and for mutual profit 
to themselves and to the rest of the 
community, so long shall we be called 
upon for advice and counsel, and our 
success will be measured to a large ex- 
tent by the self-control which rejects 
the lure of unreasonable profits in the 
interest of enduring security. 


Along with the evolution of this en- 
larged investment field there has happily 
developed a deeper sense of personal re- 
sponsibility and a higher standard of 
business ethics. 


We cannot hope to retain the public 
confidence unless we see to it that the 
securities which we recommend to our 
customers are in fact secure, and as a 
consequence of this, and of the fact that 
it falls to us to guide the investing pub- 
lic, and to determine what form of in- 
vestment we can and cannot recom- 
mend, I wish to pause for a moment 
and turn to a practical question that 
confronts us all—the situation created 
by the Transportation Act of 1920. 

Perhaps you will remember the little 
paraphrase of Mother Goose, gotten off 





spontaneously by the late delightful 
Henry Marquand: 


“Running a railroad is only fun— 
Nothing easier under the sun. 


Humptydoo McAdoo thought that he 
could, 


But Humpty got out while the going 
was good, 


And saddled the railroads and all of 
their lines 


On the back of an unlucky fellow 
called Hines. 


And all the big bosses and all the big 
men 


Can’t put the railroads together again.” 


Or the epigrammatic classic of Presi- 
dent Loree: 


“Railroading has ceased to be a busi- 
ness—it is a calamity.” 


Restrictive Regulations 


You are only indirectly interested in 
the restrictive regulations found so diffi- 
cult by railroad executives, and probably 
have little, if any, personal interest your- 
selves in railroad securities, but these 
securities have been sold to the public by 
you and your predecessors—they are no 
longer held by men of great wealth in 
anything like the volume formerly cus- 
tomary. If there are any large indi- 
vidual fortunes materially dependent 
upon the income on railroad securities 
they are so few as to be notable ex- 
ceptions, due in a large measure to the 
unhappy intervention of tax-free securi- 
ties. That life insurance companies, 
savings banks and other fiduciary insti- 
tutions are now large holders of rail- 
road securities only means that the man 
at the forge, the farmer, the clerk in the 
shop, etc., are the real persons in interest. 
They don’t always realize it, but that 
does not alter the fact. 


The Transportation Act contains in it 
a limitation which will, in my opinion, 
if unchanged, defeat the primary pur- 
pose of the Act. I refer to the provision 
by which, in substance, railroad security- 
holders are limited to a return of 6 per 
cent, and income over and above this 
amount is subjected to the control of 
the Government, either through recap- 
ture or through the creation of restrict- 
ive reserve funds. 

In view of the hazards to which cap- 
ital invested in railroads is subjected, 
this limitation, if unchanged, will, in my 
opinion, check and ultimately prevent 
the flow of new capital into railroads, 
except at the expense of the existing 
investment in those properties. An op- 
portunity to retain for its own use not 
more than 6 per cent does not, under 
conditons as they now exist, or as they 
are likely to exist for some period to 
come, justify us in selling to the public 
shares of stock in new railroad enter- 
prises, nor can shares of stock in exist- 
ing railroad enterprises be sold at par 
on a 6 per cent basis. 
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Need Uniformed Utility Laws 


@ One of the crying needs, according to PUBLIC UTILITIES 
officials, has been a greater untformity in laws governing 
the public service corporations. 


@ The INVESTMENT BANKERS Convention in WASHINGTON 


placed the discussion of that need among the features for 
their deliberations. 


@ The ASSOCIATION’S Committee on PUBLIC UTILITIES in its 


report stressed need of uniform Jaws and publication of full 
financial reports of operations. 


By Byron C. Hall 
Public Utility Specialist 


regulation of the public service 

companies of the country by the 
several states in which they operate has 
been considered one of the crying needs 
of the situation. It was interesting, there- 
fore, to note that one of the most em- 
phatic assertions contained in the report 
submitted by the public utilities committee 
of the Investment Bankers’ Association 
was that which called upon the bankers to 
get behind a movement to bring about that 
uniformity. 

Another interesting item in the report 
as submitted by Henry R. Hayes, chair- 
man of the committee, who is associated 
with Stone, Webster & Co., was that 
which recommended that a movement be 
instituted to cause publication of full 
financial reports of the operations of 
utility companies. 

“Bankers identified with the actual sale 
of utility securities,” said Mr. Hayes, 
“know full well how sensitive the minds 
of investors are to any tendency, economic 
or political, which will, or even might, 
adversely affect honest investment. In- 
vestors seem to possess that kind of in- 
stinct which can -recognize agitation of a 
purely political character and are very 
much disposed to withhold funds from 
the business while such agitation exists. 
Continued withholding of funds cramps a 
utility and the public is eventually not 
adequately served. It is very unfortu- 
nate that voters in general, who naturally 
are themselves daily users of utility serv- 
ice, do not yet seem to have acquired any 
such discernment. It has become more 
evident than ever that a devedopment of 
local sales of investment securities by 
operating companies direct to users of 
service will be helpful in preventing such 
unfair political attacks. 

“When administered with the broadest 
powers and in a judicial manner, state- 
wide regulation of public utilities has been 
conclusively proved in the opinion of your 
committee to afford the best guarantee 
which investors can have in this country 
for a maintenance of that integrity of in- 
vestment necessary for a ready flow of 
money into the business (see Annual Re- 
port, 1922 Committee). Where such con- 
ditions do not exist we find lack of de- 
velopment of the business or higher costs 
of money or both—conditions which ad- 
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versely affect the costs of service to the 
consumer.” 


The committee also alluded to the fact 
that the public utility business during the 
past year has continued its great expan- 
sion. To provide funds therefor, and for 
refunding purposes during the past two 
and one-half years, it has required in 
addition to the investment in property 
of large sums of undistributed earnings, 
the sale of upwards of $2,500,000 of bonds, 
notes and stocks. In this connection the 
report said: 


“Investment bankers have performed a 
very valuable service to the public in their 
successful efforts to secure large and small 
accumulations of savings to provide the 
funds required. As should be more fully 
recognized by the taxpayer and the non- 
taxpayer this task of raising funds has 
been made difficult to the industry and 
investment bankers, chiefly because of the 
general system of taxation throughout the 
country. The high taxes prevalent in late 
years have, as we know, forced individuals 
possessing large incomes into the sale of 
taxable and the purchase of non-taxable 
securities. Undoubtedly this selling of 
taxable securities added to those issued in 
large volume for expansion of property is 
an important factor maintaining high costs 
of capital. The investor of small means 
gains thereby the opportunity to obtain 
exceptionally attractive yields in securi- 
ties based on sound industry. However, 
the small investor’s opportunity does not 
lighten the task of distribution of the in- 
vestment banker except insofar as it 
creates a possibility of wider security 
markets. Perhaps it even makes the task 
more difficult for the investment banker, 
as it involves added expense to him be- 
cause of the smaller sales per individual. 


“Happily, in the interests of the industry 
and the public served, there is evident, to 
a marked degree, a steady broadening of 
the market for utility securities. It is 
noticeable in two ways—first, in an in- 
creased demand for institutions such as 
savings banks and insurance companies 
which gather in the small savings of the 
people; and secondly, in the last three 
years especially by sales of securities to 
the extent of many hundred millions of 
dollars direct by companies to the users of 
utility service.” 
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“Whereas the Budget System in the 
affairs of individuals and concerns tends 
to promote good business pratice. 


“Whereas, the government’s experience 
with the Budget System, though short, has 
been on the whole satisfactory, and an at- 
tempt is now being made to overthrow it; 


“Therefore be it Resolved, that the In- 
vestment Bankers Association heartily en- 
dorses the principle of the Budget System 
on Government affairs, and recommends 
that it be retained.” 


The question was taken and the motion 
was agreed to unanimously. 


——_9-—__——. 


Cleaning Up New York 


OTH the State and Federal authori- 

ties in New York during the past 
month have been extremely active in round- 
ing up the undesirable element in the finan- 
cial world. 


At the request of Attorney General Carr 
SHERMAN the court has ordered the Ad- 
vanced Motor Coporation of 522 Fifth 
Avenue to stop the sale of stock until it 
can show it is conducting its business along 
legitimate and honest lines. The state 
operating under the Martin law contends 
that the public might have been defrauded 
out of $5,000,000 if the company was al- 
lowed to continue its stock sales. 


In the Federal Court Grorce W. FIELD, 
Louis T. Hatt and Cuartes W. ANAs- 
TASIA were indicted for using the mails to 
conduct a fraudulent financial business— 
four others were indicted with them but 
are reported as missing. FIELD was operat 
ing quite extensively several years ago. 
His principal headquarters were in Boston 
where he was running his business under 
the name of Fretp & Co. 


Another clique of stock swindlers 
rounded up by the Government, eleven in 
all, were also indicted this week by the 
Federal Grand Jury. Among these alleged 
swindlers were AvBerT E, GvuIMARES, 
Witi1aM J. Ketty, JosepH McLauGHLin 
Roy Hatcu, Sipney BENNETT, WALLACE 
Herzperc, WiLL1AM B. Kaas, Henry W. 
Fretps and Frank B. SHELpon. They are 
charged with opening up fake stock busi- 
ness under various names closing one up 
and opening a new one when their victims 
got to hot on their trail. 


Another interesting development in New 
York financial underworld was the revela- 
tion that the bucket shop of RusKay & Co. 
sold nearly $5,000,000 of its customers’ se- 
curities in the few weeks preceding its 
failure. 

The surveillance of Uncle Sam and the 
State authorities is making New York City 


an inhospitable place for the financial 
fakir. 
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« A Discussion of Report— 


On Real Estate Securities 


@ ASSOCIATION’S experts find the average farmer is in good 
financial condition and his purchasing power returning to 


normal, 


@ Findings of the COMMITTEE on subject of real estate mort- 
gages met with a difference of opinion. 


@ COMMITTEES went on record as emphasizing necessity for 
clarity in all circulars offering real estate bonds. 


of the convention of the Invest- 

ment Bankers | Association was 
that which followed the reading of the 
report of the Committee on Real Estate 
Securities. Space will not permit us to 
present here a verbatim report of the 
committee’s findings, or of the discussions. 
It will be possible only to present certain 
highlights and excerpts. 


O NE of the most interesting debates 


One of the most interesting findings of 
the committee—in view of the fact, elabo- 
rated upon in THe FinancraL Wor.p 
from time to time, that the farmers of 
the country have been represented as in 
a sad plight financially—was that: 


“The closing months of 1923 find the 
average farmer in an easier position finan- 
cially and thinking along sound practical 
lines. With few exceptions, the farmer's 


purchasing power is returning to normal.” 


The committee, however, stressed certain 
exceptions, principally in the Northwest, 
where the “one-crop farmer still is paying 

‘ price for his inability or failure to 
diversify his production.” 

The committee also found that “it is 

elf-evident that ample funds have been 
available to care for all the legitimate 

is of conservative farmers. In fact, it 

s the opinion of many men of long experi- 
ence in the farm loan business that much 
of the farmer’s financial trouble has been 
caused more by over-financing than other- 
wise, P 

Opinions Differ 

Differences of opinion developed in con- 
nection with that portion of the committee 
report dealing with loans on city real es- 
tate. A minority report dwelt upon these, 

nd it is reproduced in full. Following 

highlights and excerpts from the ma- 
ity report on the subject: 

1. As to evaluations, the committee 
mmended that it would be better prac- 
for issuing houses to include in their 
ulars describing offerings of real es- 
loans a full statement of valuation, 

ting the maker of the valuation. This 
mmendation was made in the belief 

t it would make possible the exercise of 

ependent judgment by the investor, in- 

‘ead of leaving him able only to make 

‘ purchase on the basis of his faith in 
€ issuing house. 
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2. On the question of percentage of 
loans to valuation, the committee (ma- 
jority) found, in part: 

lhe great majority of the committee 
believes that 50 per cent of present costs 
should be the standard, with 600 per cent 
aS a maximum. In arriving at this con- 
clusion we are not unmindful ot the view- 
point ot those who maintain that with the 
application of modern methods, rapid 
serial reductions in principal, periodical 
deposits ot income, and with the added 
watchfulness ot the investment dealer, a 
higher percentage may be loaned on first- 
class income producing property with 
safety. This could only be countenanced, 
however, if the investor 1s compensated 
tor the added hazard by way of an inter- 
est return above the normal and knows 
what he 1s actually getting as security. 


Attention is here directed to the meth- 
ods of evaluation suggested earlier in this 
report and again to the importance of 
setting forth in circulars the details of 
appraisal. It is conceivable that many 
real estate mortgage bonds are being of- 
fered today which, in fact, encompass 
bonds, preferred and common stock and 
founders’ shares, all in one, without the 
investor knowing what he is really get- 
ting. An honest setup of a new building 
corporate enterprise which suggests itself 
would be to base the mortgaged bond issue 
on 50 per cent of sound value as deter- 
mined by methods heretofore mentioned, let 
the balance of the sound value be repre- 
sented by preferred stock, and let any 
capitalization of superior earning power 
be represented by common shares of no 
par value. The same principles recom- 
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mend themsel-es, with s ight modification, 


in the case of a privately owned enter- 
prise. 

Members should bear in mind the fol- 
lowing : 

(a) First mortgage loans on city real 
estate have heretofore, as a class, enjoyed 
the highest rating as safe investments, and 
no practice should be permitted to creep in 
which would change this high rating. 


(b) Real estate loans offered to the 
public as investments should be thoroughly 
justified by the value of the specific prop- 
erties securing same, irrespective of the 
standing or present financial condition of 
the house offering them. 


(c) Every first mortgage loan should be 
followed by adequate amount of equity or 
junior financing—similar to the preferred 
and common stock of a public utility or 
other corporation financing; the first 
mortgage loan should not perform the 
functions of the junior financing or as- 
sume the risks of operation and manage- 
ment and normal fluctuations of income 
and values. 


3. Regarding protection during con- 
struction, the committee recommended: 
While fully aware of the business ad- 
vantages in the use of an individual trus- 
tee affiliated and familiar with the meth- 
ods of the issuing house, the weight of 
opinion in your committee is that the use 
of a corporate trustee, such as a modern 
trust company or a national bank with 
facts should be stated, without any eva- 
an individual co-trustee, will make for the 
soundest practice and in the long run tend 
to protect the interests of the issuing 
house, the individual investor and the busi- 
ness as a whole. 


-4, The committee was particularly em- 

phatic in its findings on the subject of 
representation in circulars offering real 
estate loans. It urged that all essential 
facts should be stated, without any eva- 
sion which might lead to a wrong con- 
clusion. Reference was made to the use 
of the term “first mortgage bond” and it 
was pointed out that it was absolutely 
necessary that such use should be clear 
and that there should not be any obscure 
reference which would lead to a conclusion 
on the part of the investor that his security 
was other than that specifically stated in 
the mortgage or loan. 


Investments on Merits 


The committee said: The importance 
and great value of good faith and good 
judgment on the part of the issuing house 
are fully recognized, but it is believed 
that, as a matter of principle, investments 
should be sold on their own merits, and 
that a circular put out by any investment 
dealer who is a member of the Investment 
Bankers Association should not only be 
in such form as would satisfy its trust- 
ing customer, but would also satisfy the 
scrutiny of fellow members in other in- 
vestment houses who may be called on to 
give their advice regarding the security in 
question, or to pass upon the collateral 
value of the bonds for bank loan purposes. 
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Loans on City Property 


Minority Report takes stand against fixed percentage of 


loan, and from insistence upon impounding of construction 
funds and the utilization of a trust company trustee. 


sive year of realty loans. 


Committee formulates plans to be followed fora progres- 


By H. N. Gottlieb 
Of S. W. Straus & Co., Chicago 


DISSENT from the portions of the 
i majority report which fix as the cri- 

terion for the percentage of loan sav- 
ings banks and trust fund basis of 50 per 
cent, with 60 per cent as a maximum; also 
from the insistence upon impounding of 
construction funds and the utilization of a 
trust company trustee; also from the pro- 
nouncement that there should necessarily 
be set forth in circulars and advertising 
such readily abused data as detail of land 
and building appraisal. It is the opinion 
of the writer that there was a sufficient 
degree of uncertainty in the committee 
upon these subjects to incline them to 
defer specific recommendations at this 
time; but the feeling seemed to be that 
the instructions of principal officials of the 
association necessitated the taking of a 
definite position on all controversial ques- 
tions at this juncture. I repeat here what 
I stated to the committee in oral discus- 
sion that this attitude of hasty decisions 
and rules is the same basic, underlying 
fault which has led to the mass and mess 
of ill-considered legislation about which 
the whole association complains, namely 
the feeling of legislatures that they must 
legislate voluminously, however meagre 
their investigation and information may 
be upon the subjects involved. The fol- 
lowing represents my views of the nature 
of the report which the committee should 
have made at this time; it was presented 
to the committee in substantially this 
form: 

“Your committee refrains at this time 
from making specific recommendations 
upon the controversial questions because 
they doubt the fairness of determining 
these matters by mere majority vote. The 
members realize that each brings to these 
subjects the predilections developed in the 
conduct of his own business; and the fact 
that these predilections, however conscien- 
tiously entertained, incline the majority to 
a particular view, should not be made the 
basis lightly to decree that others must 
conform with that view. Insistence upon 
independent corporate trustees and the im- 
pounding of construction and other funds 
may mean the artificial injection of trust 
ccmpanies and banks into business which 
may properly be conducted independently. 
There may be some analogy to banking in 
the handling of construction and other 
funds by real estate bond institutions, but 
at most this is true only in a limited de- 
gree, because instead of demand liabilities 
there is only a definitely measured con- 


tract responsibility to meet construction 
reeds and specifically accruing principal 
and interest payments. For these purposes 
sufficient safeguards may be insured to an 
extent commensurate with the relatively 
small- scope of the banking phase of the 
business. Supervision of this character is 
already exercised in one or more states. 
Your committee confesses its reluctance to 
adopt recommendations which involve 
complicated new legislation, if they are to 
be made effective in quarters where 
abuses are really likely to occur. In 
addition to the difficulty of procuring 
proper scientific legislation in any juris- 
diction, is the manifoldly more difficult 
problem of harmonious legislation and a 
fair local attitude in all the states where 
an institution operating on a national scale 
should have the privilege of conducting 
its business. Your committee is not dis- 
posed to advocate superficially considered 
panaceas. It was suggested at White 
Sulphur in May that there be secured the 
participation of the board of governors, 
or of representative members of that 
body, in the study of these matters. This 
has not been feasible up to the present 
time, and any report presented now will 
represent simply renewed consideration 
upon the eve of the convention of subjects 
about which there has been no discussion 
by the committee since the White Sulphur 
meeting. The committee feels that the 
questions of policy involved are so broad 
and important, and of such vital concern 
to some members of our association and to 
the whole upbuilding of the country 
through real estate bond financing, that 
the entire subject should receive special 
advance analysis and consideration by the 
leading spirits of our organization; rather 
than to confine the detailed considerat.on 
to a subordinate committee, followed only 
by cursory attention in busy meetings of 
the board of governors or of the member- 
ship at large in annual convention. It is 
conceived that a practicable solution may 
be evolved in conjunction with the adop- 
tion of regulations for the use of the 
name of the Investment Bankers Asso- 
ciation. We believe that we have made 
sufficient progress this year and that the 
Real Estate Securities Committee is suf- 
ficiently close to unanimity on the funda- 
mental principles involved to augur well 
for the adoption of a workable plan in 
the year to come which will receive the 
hearty concurrence of all, provided the 
matter receives the intensive study and 
deliberation it deserves.” 
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Irrigation Bonds 
By C. M. Harger 


CCORDING tto a bulletin just 
issued by the Department of Agri- 
culture there have been 598 irri- 
gation districts organized in the United 
States to the end of 1921. The area of 
all these districts covers over 15,000,000 
acres of which approximately 2,857,000 
acres is irrigated; the remainder being 
either under construction or inoperative. 
Development of irrigation has depended 
greatly on the ability of promoters to float 
bonds to finance the operations. The 
greater part of the districts now operating 
were formed after 1910, people being slow 
| to invest in the securities issued against 
an unfamiliar proceeding. Throwing ad- 
ditional safeguards around organization, 
however, has encouraged development. It 
has been found that it is easier to dispose 
of bonds in districts with an established 
value behind them than to provide for fu- 
ture development, hence the present day ex- 
pansion is on conservative plans. The 
increasing favor with the investing public 
is seen in the creation of 156 districts in 
1919 and 1920, with continued additions 
since. The government authority says that 
while much discussion has centered around 
irrigation bonds, the fact is that interest 
and principal of 71 per cent of all bonds 
sold up to the end of 1921 have been paid 
when due. The total bonds sold is $118,- 
436,443. Only 1% actually defaulted; 3% 
were held illegal; 2% are in litigation; 
16% were compromised; 7% expected to 
be compromised. In considering the value 
of the irrigation bond issued with regula 
ly formed districts as security enter sev- 
eral elements. In addition to securing and 
distributing water effectively, the district 
must have sufficient income from the soil 
to meet interest, maintenance and operation 
charges and to retire the bonds when 
due. Productive land, sufficient water, 
reasonable capitalization and adequate land 
settlement are necessary. Districts with 
these factors have succeeded, barring such 
accidents as flood damage to systems, etc., 
but generally they have been able to with- 
nd temporary reverses. It is to these 
lements that the investor should look in 
sidering the worth of the securities. 
is noted that the districts formed for 
pplemental operations, extensions and ad- 
‘ions to existing enterprises, have been 
re uniformly successful than those just 
tarting out. The elements named have 
veen present in these to a marked degree 
nd account generally for their success. 
Until the status of the irrigation and 
clamation laws was established by the 
urts failures resulted from landholders 
objecting to being included in districts and 
Starting litigation. At present this factor 
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is minimized. Inclusion of large areas of 
unproductive lands has also given trouble. 
These lands would not stand the burden of 
taxation and “spotted” development re- 
sulted. Of course, lack of sufticient watet 
because of too much territory for the sup- 
ply is potent as a cause of failure. Over 
capitalization also is dangerous; too much 
of the bond issue has in cases gone into 
promotion, spelling failure in meeting the 
overhead in debt-paying. Faulty engineer- 
ing has had a part in failure but that is 
inexcusable in these days. Likewise, too 
little settlements weakens a project. Early 
settlement is essential because from the 
settlers’ prosperity must come the interest 
and sinking funds. Likewise inefficient 
settlers are a hhandicap—the farmers must 
know how to farm and market and be 
capable if the project is to win. The ex- 
periences of the past contain information 
that make the modern project far more 
stable than those of the beginning of irri- 
gation. Speculative enterprises are pass- 
ing; modern methods give assurance of 
successful management. Financing ques- 
tionable schemes is difficult and State offi- 
cials are prompt in preventing formation 
of districts whose success is doubtful. 
Hence the irrigation bond is attaining a 
soundness that is making it one of the most 
prominent securities in the market, depend- 
ent on real estate development. That 71% 
of the projects in the formative stage of 
reclamation have succeeded is a good show- 
ing and the next era will give far better 
results, 
: ——0 


Marketing Experiment 


Within the past eight months three 
first mortgage loans on well-known 
downtown New York City office build- 
ings totaling approximately $7,000,000 
have been given a nation-wide distribu- 
tion with investment-dealers with re- 
markable ease. These were the Park 
Row Building 6s, 1943; Dodge Build- 
ing 6%s, 1943, and Chesebrough Build- 
ing 6s, 1948. These issues were under- 
written more or less as an experiment 
by bond houses who have long been 
closely identified with municipal, rail- 
road, public utility, and corporation is- 
sues. 

These loans are of exceptionally high 
character, as mortgage loans go, and 
are legal investment for trust funds in 
New York State. They were issued in 
convenient bond form in denominations 
of $1,000 and $500. In every respect 
they were similar in form to standard 
issues of bonds which investment deal- 
ers have long been accustomed to re- 
tailing. The result was that they met 
with widg favor with investors and deal- 
ers throughout the country. 

This broad national distribution has 
created for these issues an advantage 
totally lacking in any other real estate 
mortgage foans—a broad and_ stable 
market. 

——_Oo—_———_ 

Before buying or selling a security 

see Guenther’s Independent Appraisal 


of Listed Stocks. 








(7 > 
Godfrey’s Farm Mortgages 


pay interest and principal promptly on 
date due. 
A dependable, non-fluctuating secur- 


ity. 

Backed by highly cultivated farms 
worth three times the value of the 
loan. 

Obtainable from $1000 upwards. 

They offer a safe and profitable 
method for the employment of your 
surplus funds. 


Write for particulars. 


THE GODFREY INVESTMENT CO. 


OKLAHOMA CITY, OKLA. 


NS 7, 


ST. LOUIS 
Mark C. Steinberg & Co. 


Members New Yurk Stock Exchange 
Members St. Louis Stock Exchange 


300 N. Broadway St. Louis Mo. 





























Contimental Gas & Elec. Corp. 
Securities 
Howe, Snow & Bertles 


(Incorporated) 
120 Broadway New York Clty 
Telephone Rector 6620 























How fe Select 
e Bonds” 


From our long and successful investment ex- 
perience—38 years without loss to an investor 
—we have compiled this valuabie book—“‘How 
to Select Safe Bonds.”’ 
Here in clear, easily understood form, is the 
entire framework of investment procedure; 
the fundamentals that everyone should know, 
and the eight tests which anyone can apply 
to make certain that their funds are safely 
invested. The information it contains should 
be part of everyone’s general knowledge of 
business. Unless an investment will pass 
every one of these 8 tests it is lacking in 
some element of safety. No person should in- 
vest money in any form of security without 
knowing and applying these important tests. 
COUPON BRINGS YOUR COPY 
In every banking circle the name of George 
M. Forman & Company has always been asso- 
ciated with sound investments. This house 
has sold over fourteen thousand separate in- 
vestments in 38 years without loss of a dollar 
to any customer. From this unsurpassed 
record has been drawn the wisdom contained 
in ‘How to Select Safe Bonds.” 
Fill out and mail the coupon at once for this 
interesting book. There is no obligation. It 
will not only show you how to test every in- 
vestment for safety, but will also give you 
information that will enable you to secure, 
with absolute safety, a larger income from 
your investment—ranging as high as 7%. 


GEORGE M. FORMAN & COMPANY 
105 W. Monroe St., Chicago 


George M. Forman & Co. 

Dept. 1711-A, 105 W. Monroe St., Chicago, Ill. 
Gentlemen: Please send me at once your 

book, “How to Select Safe Bonds.’’ I am 

under no obligation. No salesman is to call 

on me, 
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A COMPLETE 
INVESTMENT SERVICE 


Government, Municipal 


AA 


G. H. WALKER & CO. 


: Investment Securities 








and Corporation Bonds 


Government, 
Short Term Notes. 


We specialize in local issues. Pri- 
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FEDERAL SECURITIES CORPORATION 


This company is engaged in 
the general business of un- 
derwriting and distributing 
such securities aS are con- 
sidered suitable for discrim- 
inate investment of banks, 
institutions, trustees and in- 
dividual investors. 


38 South Dearborn Street, Chicago 
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‘Constructive Impulses” Dominate 


(Concluded from page 593) 














ever provided greater security to the investor should 
be adopted without reserve. 

Were it possible to convey to every investor in the 
country the obligation he is under to this association 
for the greater security it provides him it would 
quicken his realization that he has in it a real pro- 
tector. He need but keep in close touch with its mem- 
bers for guidance and advice, a contact which will 

sure him from falling a prey to a financial vulture. 

investors might ask, ““Why have we not heard more 
of the association’s work in our behalf?” That they 
have been kept in semi-ignorance of it is largely due 
to the diffidence of the investment banker to self-ad- 
vertising. His training makes him too conservative to 
crave for the spectacular. In him the ego to proclaim 


his own virtues is absent. He prefers to leave his 
Like the beaver, 


work to act as his best endorsement. 
he works unobtrusively and industriously until he has 
ccomplished what he has set his mind to do. 

Along this even course the INVESTMENT BANKERS 
\ssocrATION has been proceeding, each year accom- 
plishing something constructive for investors. Di- 
rectly, and through its, group organizations, it has lib- 
erally contributed and co-operated with the Govern- 
ment authorities and the Better Business Bureaus of 
the country in crushing out the financial frauds. In 
th's respect the association assumes tie correct attitude 

‘the cleansing of its profession from its undesirable 
clement can be better left to agencies more qualified to 
grapple with the évil. 

Of the achievements of the association during the 
past year the one which stands out most prominently 


is the campaign of education it has inaugurated under 
the supervision of a capable educational director. Such 
a work has long been needed in the country. 

By spreading the message of sound investing in a 
language readily understood by the mass of investors 
much more good can be accomplished than by acting 
the policeman hunting for the dollar that has been 
engulfed in financial swindles. 

Through education it is possible to save the investor 
from making the mistake which makes him the easy 
prey of the charlatan. By sweeping away the general 
ignorance of distinguishing a good security from a, bad 
egg the fruitful soil in which the bucket shop operator 
and the fake stock salesman has so long operated is 
made barren of further harvests, for it is not the blind 
greed of American investors which has been respon- 
sible for an annual loss of more than half a billion 
dollars. It has been their lack of financial training. 

Everyone has a message to carry to Garcia. The 
INVESTMENT BANKERS’ message is to the American 
investors. There are more than fifteen million of them 
and, while there are no estimates of their potential 
annual investment purchasing power, it must run into 
the billions. 

By conserving this wealth for legitimate and honest 
enterprises through the power of education the INvEsT- 
MENT BANKERS ASSOCIATION of America achieves for 
the country a greater measure of prosperity. It does 
even more. It multiplies the seed of contentment and 
solidifies the sinews of confidence which serve to make 
America what its founders dreamed for it—the in- 
spiration and the hope of civilization. 


President Prentiss’ Address 


FTNHE President of the United States 
made a significant statement to our 
members when he addressed them 

the opening day of the convention. He 
tated that the two outstanding funda- 
ntals of our calling were great national 
efulness and high sense of integrity. 
said: 
“You provide, in the first place, an op- 
rtunity to those of our citizens who 
thrifty. But you do more than that. 
provide for gathering together the 
urces of our nation and putting them 
rder for the purpose of supporting the 
ustries and commerce of our nation.” 

Then he said: 

‘If there is anybody interested in hon- 
in the transaction of business it is 

‘ who are engaged in making the in- 

‘tments of the nation, and it is a great 

isure to commend with an almost uni- 

rsal commendation the honesty and the 

‘racter of these men who are engaged 

this great enterprise.” 
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That is a remarkable tribute. I am 
proud that I am privileged to be a mem- 
ber of an organization that can deserve 
such commendation from the President of 
the United States. The President said 
in a few minutes what the publicity de- 
partment of this association has been try- 
ing for years to say and to get the pub- 
lic to understand. 

We cannot do otherwise than to con- 
tinue to deserve the President’s tribute. 
We have a double duty in this. We must 
maintain and advance right dealing in every 
true sense, We should give our best en- 
deavors to educating the public in the way 
of honest investments. It is our duty. 
Only by such education can the public be 
effectively protected from dishonesty and 
the crook. 

To teach the public to know and prop- 
erly to value the services of the honest 
dealer in investment securities will accom- 
plish great and varied purposes. It will 
save thousands from tragic loss of hard- 


earned savings. It will build up a nation- 
wide urge to work, to save and to achieve. 
It will aid immeasurably the commerce 
and industry of the nation. It will bene- 
fit every honest human enterprise. It will 
increase the production and the wider dis- 
tribution of wealth throughout the entire 
land. It will even add to the strength and 
solidity of our government. It means 
nothing less than a broader and a more 
wholesome life for our whole people. There 
is no greater work facing this association 
than the work of educating the public to 
an appreciation of honest investment se- 
curities and the men who handle them. 

There are more than 27 million investors 
in the United States. They have in sav- 
ings accounts alone more than 17 billion 
dollars. Ninety per cent of the securities, 
the honest, sound securities, in which that 
huge sum is invested were fostered by 
members of this organization. 

These millions of investors are equal in 
number to almost the entire population of 
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Representative active stocks as of Thursday, November 8, 1923: 1.00 Q 87% 71% Reading ............ 16% 76% 
Week’s sales: Saturday, 648,000 shares; Monday, 797,600 shares; vee a: 32% 20% St. Louis-San Fran... 18% 18% 
Tuesday, Holiday; Wednesday, 766,582 shares; oes +. 86% 20% St. Louis Southwest.. 28 29% 
Thursday, 1,239,500 shares 1.50 Q ose a ee — rt ta 
cee ee outhern "way 
MISCELLANEOUS —— 28% Texas & Pacific .... 18% 19% 
Prev. Thurs- 2.50 Q 154% 125 Union Pacific ....... 130% 1314 
Divid. When ——1922—— NAME of STOCK Friday’s day’s eee ae 14% 6 eg a ie a a 9% 10 
Rate.$ Paid High Low Close Close : ; 17% 8% Western Maryland .. 9 9% 
1.00 Q 91% 55% Allied Ch. & Dye.... 63% 67 my . 24% 13% Western Pacific ..... 13% 12% 
1.00 Q 59% 37% Allis Chalmers ..... 41 41 aN em 16% 6 Wheel. & Lake Erie.. 6% 7 
eae é 42% 27% Amer. Agr. Chem 10% 11% OILS 
: 76% 32% Amer. Can ......... 98% 101% 
vss as 80% «14% Amer. Cotton Oll... 6% 6% a? gee au $f 
cae i 17% 10% Am. Hide & Leath.. 7% 8% 35c Q 71% 43% ye 3 yo Ct i 19% ot 
1.75 Q 122 78 Amer. Ice .......... 85 86 vee es 64 St% 4 Custen Saha ; 
° a 73% 37% General Asphalt 29% 31% 
<o ry 505% 25% Amer. Int. Corp..... 19% 21% 20 12 Invincible Oil 8 RY, 
25 © ©6Q 8% 3% Amer. Safety Razor. 7% 7% ae 2 me eke 2 22" 
sss es = 25% = %. sO Amer. Ship & Com... 12 12 1.00 =. & [ca Sedan God. OL. oe 10% 
--. .. $5% 54% Amer. Sugar ....... 54% 54% se 868 * Pao ase ; 
3.00 Q 169% 129% Amer. Tobacco ..... 149 151 ae ae pate os 
1.75 Q 105 78% Amer. Woolen ..... 72% 74% 100 S.A. 69% 42% acific ean ess +h. " A 
= o 43% om 6th. GC. 2 W, 1.1.2... 12 15% 2.00 Q 100% 40% a gg : me “> 2 4 com 
- 40% $% Austin Nichols ..... 24 245% -50 in 59% = o yy covers 1% 1% 
-+- «« 10%  ##8% Booth Fisheries ..... 4% 5 Sr ee © ae moma reern st?" 11% 17% 
250 Q 68 28% Burns Bros. ....... 102% 105% 37% Q 38% he i ge a 14% 14% 
sinks Re 44% 29% Central Leather 13% 14 .25 Q 25 a er ee 11% 19 
150 Q 82% 41 Coca-Cola .......... 71% 74% mo 8 OSS 8 ee ae 21, 
aa | es 37 24 Col. Fuel & Iron.... 228 24% ka 10% $4 Superior Ofl .....++ 36% 38% 
ci. 5% 1% Columbia Grapho. .. % 75 Q 52% 42 Texas Company .... 4 4-4 
1.50 79% 69% Comput. Tab. Rec... 74% 16% ae ee 32% 18% Texas Pac. C. & O... 2% 2% 
oa 15% $ Cons. Textile ....... 6% 6% - 6s OS 7 ee ee ae 22 
7% 8 ©6©6Q)so115 45% Continental Can 50% 49% 50 Q 34 25 White Eagle Oil..... . 
1.50 Q ‘oe yt Corn Products ..... 129% 131 STEELS 
‘ oa % Cuba Cane Sugar.. 11 11% 61 36% 
ee 14% Cuban-Amer. Sug. .. 28% 29% 75 Q = os pa nang he ha =~ seu 
oe e 65% 23% Davison Chemical ... 48% 54 1.25 Q 4 52% Crucible Steel 63% 65% 
1.06 Q 58% 40% lec. Storage Bat... 60% 61% 1.00 Q os% % a oe we 71% 80% 
1.25 Q 3% 76% Endicott Johnson ... 64 65% 1.00 Q ca + ha — aa 46% 48% 
R 75% Famous Players 57%, 5 ese es — — ee See 5 ee 
2.00 Q 190 136 General Electric 130 _ sso or 45% ee Se oe =o i. 
oe 27% 8% Inter. Mer. Marine... 9 9% - = te a” Reploaie taeda. 9% 
- SS OS Sater. Wor. Mes. eee. oon 34% oe "* 78% «= «43% «=ORep. Iron & Steel... 44% 46% 
SS SS ee, ee ....--. 10% 11% 128 Q 111% & Uz. S. Steel ......... 92% 94% 
“° 63% 43% Inter. Paper ....... 29% 38 175 Q 123 114% WU. S. Steel. pfd...... 118 119% 
ve oye 22% 10 Jewel Tea ..... sake ee 16% | ‘ ‘ dium Corp. .... 28% 29% 
53 20% Vana Pp 
1.00 Q 54% 34% Jones Bros. Tea..... 27% 27% satis ay, 
od ma 23% 11 Loews, Inc. ........ 17% 17% MINING 
sie os 14% 9 EOTt GANGS once 6% 6% 1.25 Q 67% (425% Amer. Smelting 551% 57% 
3.00 Q 180 147% Lorillard, Pierre 160% 161 "5 Q 57 45 ee ae 35% 36% 
oes ve 40 15% Mallinson & Co...... 30% 30% 50 Q 35% 20% Butte & Sup. Cop.... 13% 14% 
Se Ke “25% 12 Montgomery Ward .. 23% 23% 1.00 Q 48® 32 Cerro de Pasco ..... 39% 40 
.75 Q 263 122% Nat. Biscuit ....... 48 51% 62% Q 29% 15% Chile Copper ....... 25% 26% 
1.50 Q 68% 30% Nat. Enam. & Stamp. 40% 41% eee pis 33% 22% Chino Copper ...... 15% 15% 
2.00 Q 129% 8&5 a See 121% 1245 1.00 Q 46% 13% Dome Mines ........ 36% 36 
ae hes 46 a = Be Seecgeege 18 18% rt) A 45 31 Inspiration Copper .. 25% 27 
1.00 Q 725% 55 Pittsburgh Coal 62% 62 15 Q 39 5% 25% Kennecott Copper ... 32 33 
1.25 Q 120 66% Postum Cereal ..... 52 52% BO Q 31% 25 Miami Copper ...... 21 21% 
eee ee 53% 30% Punta Alegre Sug... 50% 51% 50 S.A. 11% 9% Mother Lode Mns.... &% 8% 
ga * 94% 59% Sears Roebuck ..... 82 82% an ae 19% 12% Nevada Con. Cop.... 10% 10% 
5S ia 8% 3% Submarine Boat . 10% 1056 mas ea 19 12 Rav Con. Copper.... 115% 11% 
1.50 Q 67% 38% Texas Gulf Sulph.... 59% 62% “25 Q 12% 8% Tenn. Cop. & Chem... &% 9 
a Dae 67 49% Tobacco Products ... 56% 58 1.00 Q 71% 59 * Utah Copper ....... 59% 59% 
1.50 85 60% United Drug ....... 75 77% 
2.00 Q 162 119% United Fruit ....... 172 177% =: PUBLIC UTILITIES i xm 
A ie: 12% 37 U.S. Ind. Alcohol... 54% 56 2.25 Q 12 ~ — ao Sa wo... 98% 
a ea 67% 46 U.S. Rubber ....... 35 34% teste 33 er. Ve tea 32% 
a ¥, .65 Q 114% 64% Columbia Gas & E... 3! : 
.50 Q 16 6% Vivaudou, Inc. ..... 16% 16% ; 5% ORS Consolidated Gas 635% 62% 
199 ray 65% 49% Westinghouse Mfg... 59% 59 1.25 Q = sink a danusteas 21% 22% 
2.00 Q 223 187 Woolworth ......... 277 278 > » sh Bt onan oe 81 
RAILROADS 1.50 Q 99 59%  Peovles Gas. Chic... 89% 91% 
1.50 Q 108% 91% Atch., Top. & San. Fe 96% 97% 1.00 Q 45% 31% Phila. Company .... 42% 44% 
1.25 Q 60% 33% Baltimore & Ohio... 58% 58% 2.00 Q 100 66 Pub. Serv. Cor., N. J. 43% 46 
2.50 Q 151% 119% Canadian-Pacific 147 146 
2.00 S. A. 79 54 Chesapeake & Ohio... 74 72% EQUIPMENTS 59 162 
ate ee 43% 12% Chic. & E. Illinois... 26% 28 3.00 Q- 201 141 Amer. Car & wer... 2. .. 
ose os 10% $% Chic.-Gt. Western 3% 35% 1.50 Q 136% 102 Amer. Locomotive 1 Ys “a 
: 3.50 S.A. 142% 92% Baldwin Loco. ...... 122% 25 
es “2 =~ ta a ey mae. ar a a 1.00 Q 65% 52 Lima Locomotive 65% 65% 
eee “* or < 7 ” 4: ras a / 
2.50 S.A. 95% 59 Chic. & Northwestern 611% 61 2.00 Q 189% 105% Pullman Co. ....... 315% se 
cai oe 50 30% Chic., R. I. & Pac.... 21% 22% MOTORS AND ACCESSORIES 
3.00 8S. A. 935 70% Chic., R.L&P. 6%pfd. G6% 69 Tor ae 31% Amer. Bosch Mag.... 25% 28% 
3.00 A 53% 38 Colo. & South’n..... 20 21% 1.50 Q i 47% Chandler Motors 41% 50% 
1.50 Q 143) 110% Del., Lack. & West.. 113% 117% oe bs 19% 10% Fisk Rubber Tire 6% 6% 
eee ne 18% 7 ee Tee» 60000 ess a0 14% 14% 30 Q 15% 8% General Motors ..... 13% 14% 
2.50 S.A. 95% 70% Gt. Northern, pfd.... 55% 565% ces me 44% 28% Goodrich, B. F...... 19% 19% 
1.75 Q 115% 97% Illinois Central ..... 103% 101 ] .75 Q 26% 19% Hudson Motors ..... 24% 25% 
pipe oh 30% 17 Kansas City South’n. 175% 17% we Pe 53%, 34% Kelly Springfield 24% 25% 
87% Q 7 56% Lehigh Valley ...... 61 61% oe - 24% 4% Keystone Tire ...... 2% 3 
2.50 S.A. 144% 108 Louisville & Nash... 987 87% 1.50 Q 61% 25% Mack Trucks ....... 15 81% 
ose _ 14 Mo., Kan. & Texas.. 11 10% ae “ 73% 41% Maxwell Mot., A.. 42 43% 
ome s 63% 40 Missouri Pacific, pfd. 25% 25% = Kn 25% 11 Maxwell Mot., B.. 12% 14% 
1.75 Q 101% 73% BM. F.. Gomtral ....<% 100% 101% 2.50 Q 79 24% Stewart Warner 78% 87% 
1.75 Q 125% 96% Norfolk & Western... 105% 105 1.75 Q 71 35% Stromberg Carbu. 66% 75 
-75 Q 49% 33% Pennsylvania R. R... 41 41% 2.50 Q 141% 79% Studebaker ......... 99% 104% 
1.00 Q 40% 19 Pere Marquette ..... 41% 41% 1.00 Q 54 33% White Motors ..... - 49% 51% 
° * 41% 23 Paes OW. We... cues 40 41% _ os 10 4%, Willvs Overland - 71% 8 
the United States on the farms and in half billion dollars more than for the work of the entire people. 
towns and villages of 2,500 or less. Twelve whole twelve months of the year this As to my work for the coming year, I 


years ago when this association was found- 
ed there were less than 


in savings accounts, 
ly 10 million persons. 


held 


dollars 
approximate- 


5 billion 
- 


Twelve years ago 


municipal issues for the vear totaled about 
400 million dollars and capital issues about 


1% billion 


issues will 


dollars. 


This year municipal 


be more than 


double twelve 


years ago and for the first six months alone 
this year capital issues were almost one- 


632 


association was founded. 

It is a task so huge that it needs every 
possible bit of public co-operation and ap- 
preciation. The public must know that it 
has a patriotic duty neither to be swindled 
by the crooked promoter nor to be be- 
fuddled by that greater fraud, the dema- 
gogue. The greater development of this 
country is not for any group of its citi- 
zens. It is too great for that. It is the 


have been given a hard job. I appreciate 
deeply the honor. I will try to deserve it 
as much as I can in my small way. ! 
cannot promise any achievements, except 
that I promise to work hard. I won't 


talk about what I hope to do, but I hop: 
to come back to the next convention with 
whatever results hard work will accom- 
plish and you can see then whether the; 
are worth talking about. 
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Commercial Chemical 
Company 


Class “B’”? Common Stock 


History: Company for six years 
engaged in the manufacture of 
insecticides, establishing its prod- 
ucts with 40,000 dealers. It man- 
ufactures calcium arsenate, the 
only successful remedy for the 
boll weevil which annually de- 
stroys about $500,000,000 worth 
of cotton. 


Earnings: Net earnings have in- 
creased every year. 1923 earnings 
at the rate of about $5 per share. 
On the basis of advance orders 
already received and with the 
aid of this financing, total earn- 
ings of $10 per share are antici- 
pated in 1924. 


Dividends: It is the intention of 
the Directors to commence divi- 
dend payments in January, 1924, 
at the annual rate of at least $1.50 
a share on the Class B Common 
Stock. 


Price $15 a Share 


Detailed offering circular on request 


JELKE, HOOD & CO. 


Members New York, Chicago 

and Detroit Stock Exchanges 

40 Wall Street, New York 
Chicago Detroit 


The above information, while not 
guaranteed, is taken from sources re- 
garded as trustworthy 
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DIVIDENDS 





FEDERAL LIGHT & TRACTION CO. 
Preferred Stock Dividend 
62 William Street, New York, 
November 7, 1923. 
The Board of Directors has this day de- 
clared the regular quarterly Dividend of One 
and one-half per cent (14%) on the Pre- 
ferred Stock of Federal Light & Traction 
Company, payable on December 1, 1923, to 
the Preferred Stockholders of record as of 
the close of business November 15, 1923. 
Checks will be mailed. The transfer books 
will not be closed. 
J. DUNHILL, Treasurer. 





CENTRAL ARKANSAS RAILWAY AND 
LIGHT CORPORATION 
Preferred Stock Dividend No, 43 
52 William Street, New York, 
November 7, 1923. 
The Board of Directors has this day de- 
‘lared the Forty-third consecutive dividend 
of One and three-quarters per cent (1% %) on 
the Preferred Stock of the Central Arkansas 
Railway and Light Corporation, payable on 
December 1, 1923, to the Stockholders of 
record as of the close of business November 
15, 1923. 
Checks will be mailed. The transfer books 
will not be closed. 
J. DUNHILL, Treasurer. 





SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 69. - 

A QUARTERLY DIVIDEND of one dollar 
‘nd fifty cents ($1.50) per share on the Cap- 
tal Stock of this Company has been declared 
payable at the Treasurer's office, No. 165 
Broadway, New York, N. Y., on Wednesday, 
January 2, 1924, to stockholders of record at 
three o'clock P. M. on Friday, November 30, 
1923. The stock transfer books will not be 
closed for the payment of this dividend. 
Cheques will be mailed only to stockholders 
who have filed permanent dividend orders. 

A. K. VAN DEVENTER, Treasurer. 

New York, N. Y., November 8, 1923. 














FINANCIAL 


FOREWORD 


Intelligent and successful investing is based upon a thorough knowledge 
of security values. 

Such knowledge is best acquired by reading constructive financial litera- 
ture prepared by individuals who are authorities on their subjects. 

Every week we list many instructive booklets, circulars and periodicals 
on investment and other subjects published by reputable investment bankers, 
which, we believe, will be of interest and benefit to our subscribers. 

To obtain any of the booklets write direct to the company issuing the 
booklet, giving the title; and be good enough to add that you saw it men- 
tioned in THe FINANCIAL Wok. 


November Investment Suggestions—Merrill, Lynch & Co., have for 
distribution a folder which contains a diversified list of Govern- 
ment, Municipal, Railroad, Industrial and Public Utility Bonds, 
as well as standard Chain Store preferred stocks. Copy may 
be obtained by writing to the above firm at 120 Broadway, New 
York. Please mention THE FINANCIAL WorLD. 


“(Merging New York Central Subsidiaries’—Joseph Walker & Sons, 
61 Broadway, New York, have for distribution a circular out- 
lining the method employed by this Railroad System in com- 
bining its various important branches. Copy may be obtained 
by writing to the above firm and mentioning THE FINANCIAL 
Wok.p. 


“What Are Net Tangible Assets?”—P. W. Brooks & Co. have issued 
a pamphlet which gives a brief but clear definition of these 
terms. Copy may be obtained by writing to the above firm at 
115 Broadway, New York. Please mention THE FINANCIAL Wor.Lp. 


Railroad Stocks—Special list of offerings of Guaranteed Railway Stocks 
may be obtained by writing to Minton & Wolff, 30 Broad Street, 
New York. Please mention THe FINANCIAL Wor.p. 


Time Tested First Mortgage Bonds to Yield 5% to 8%.—Complete 
information may be obtained by writing to F. J. Lisman & Co., 
20 Exchange Place, New York. Please mention THe FINANCIAL 
WokLp. 


“How to Select Safe Bonds’’—This is the title of an interesting book- 
let which tells how to make the eight tests that prove the safety 
of every investment. George M. Forman & Co. have a limited 
edition of this book for distribution. Copy may be obtained by 
writing to the above firm at 105 West Monroe Street, Chicago, 
Illinois. Please mention THe FinanciaL Wok p. 


Bonds of Intrinsic Value—The element of security—wisely sought for 
by the careful investor, figures strongly in the bonds offered by 
the National City Company in its November Investment Guide. 
Copy may be obtained by writing to this company at the Na- 


tional City Bank Bldg., New York. Please mention THe FINANCIAL 
Worn. 
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The Record of the Past is the 


Promise of the Future 


Some are great merchants and 
the institutions they build go for- 
ward in that faith. Some are great 
organizers, and their fame and that 
of their businesses are the inspira- 
tions of this particular quality. 

The story of Westinghouse is 
the story of perfection of a great 
engineering -commercial tradition, 

No man and no business can 
justly claim credit for all the great 


electrical achievements. It is well, 
however, to recognize that the 
growth and permanency of Wes- 
tinghouse are based on technical 
superiority because rewards come 
most fully to those who serve best. 

Westinghouse serves the electri- 
cal industry and all the people 
through good and progressive en- 
gineering as well as by commercial 
and manufacturing integrity. 





The same engineering foresight 
which inspired the development 
of alternating current, the induc- 
tion motor, the rotary converter 
and radio broadcasting as well as 
thousands of other contributions 
to the electrical art, assures a 
continuous and ever growing 
future to the Westinghouse enter- 
prises, animated as they are by 
the traditions of the great founder. 





WESTINGHOUSE ELECTRIC & MANUFACTURING CO. 


+ Offices in all Principal Cities - Representatives Everywhere 











Westinghouse 





